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TRUSTEE Missouri statutes stipulate that when 
Missouri property is included under a 
Mortgage issues trust indenture a resident trustee 


must be appointed. 


Equipment trust issues Many foreign corporations appoint the 
Mercantile-Commerce Bank and Trust 
Company of St. Louis as trustee or agent, 

Debenture issues not only for this reason, but also 
because of its reputation for friendly, 


prompt, and efficient service. 
Collateral trust issues 


Mercantile-Commerce handles a large volume _ | 
AGENT of corporate trust business and understands 


the needs and problems of corporations. 
Paying 


Its trust officers are always ready to 
consult or to give information concerning 


Transfer NCCE 
corporate services which it renders. 


Dividend disbursement TRUST DEPARTMENT 


Joseph W. White 1. A. Long 


Vice President Vice-President 
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When There Are English Assets 


Trust companies, banks, or individuals who handle estates containing 
English holdings, can facilitate settlement by employing the Guaranty 
Executor and Trustee Company, Ltd. to administer the English assets. 
This Company, a British trust corporation, is an affiliate of Guaranty 
Trust Company of New York and is equally familiar with English 
requirements and American methods. It offers American executors and 
trustees valuable service in arranging for English grants of administra- 
tion, in paying taxes, and in handling other necessary details. 


Guaranty Trust Company 
of New York 


Capital Funds $375,000,000 


140 Broadway Fifth Ave. at 44th St. Madison Ave. at 60th St. Rockefeller Plaza at 50th St. 
New York 15 New York 18 New York 21 New York 20 


LONDON PARIS BRUSSELS 
32 Lombard St., E. C. 3 Bush House, W. C. 2 4 Place de la Concorde 27 Avenue des Arts 


Member Federal Deposit Insurance Corporation 
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The Outlook for 


Business 
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, Pome talks on current economic subjects 
are delivered by Dr. Marcus Nadler to the officers of 
Central Hanover at intervals. Dr. Nadler is Consulting 
Economist to the Bank and Professor of Banking and 
Finance at New York University. Reprints of these talks 
will be sent upon request. 


A bank is known by the correspond- 
ents it keeps. 1... 


CENTRAL HANOVER 


BANK AND TRUST COMPANY 


NEW YORK 


Member Federal Deposit 


Dr. Nadler’s Talks... 


Vi 
te _ and Truse Company by Dr. Nadle 
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of Home, other Freedoms would be impos- 
sible, or meaningless words. Here is sanc- 
tuary from search and seizure — for those 
who live in a free country. Here is room 
to develop and express the individuality out 
of which greatness may grow — surcease 
from “the madding crowd’s”’ sometimes ig- 
noble strife. Four centuries ago the great 
exponent of Common Law, Sir Edward Coke, 
expressed a basic tenet of personal security: 
“For a man’s house is his castle.” In pro- 
tecting the security of home and family, 
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CORRESPONDENCE 


Om Common Trust Fund Survey 


‘She Common Trust Fund study in your 
November issue was extremely interest- 
ing. We have not yet completed all the 
details necessary in connection with the 
putting into effect of the Common Trust 
Fund legislation passed this year, but 
we are making good progress. 

W. R. Scott, 
Secy-Treas., The Trust Companies 
Association of Ontario 


Toronto, Canada 


Your article on Common Trust Funds 
in the November issue is extremely inter- 
esting and we want an extra copy to file 
in our Common Trust Fund File. 

H. C. Selheimer, 


Asst. Trust Officer, Corn Exchange 
National Bank and Trust Co. 


Philadelphia 


Instalment Payments by Estates 


Mr. Foosaner’s article in the October 
issue entitled “The New Tax Law (p. 
640) states that “the Act abolishes an 
option which was available to fiduciaries 
to pay income taxes on trusts and estates 
in four quarterly installments .. .” Am 
I not correct in thinking that an estate 
may continue to pay its tax in four 
quarterly installments? 


Henry Cassorte Smith, Esq. 
New York City 


Reply by Mr. Foosaner: 


The statement referred to was incor- 
rect insofar as it concerns estates. It is 
correct with respect to trusts. Estates 
may still elect to pay income taxes in 
four quarterly installments. There is, 
however, an additional aspect to this 
problem of income tax payments and re- 
turn requirements of trusts and estates 
which is of interest to fiduciaries. 


Section 205 (b) of the 1950 Revenue 
Act extends the time within which in- 
come tax returns of trusts and estates 
must be filed, and the tax paid, to the 
15th day of the fourth month following 
the close of the taxable year. In the case 
of trusts and estates reporting on a 
calendar year basis the return will not 
be due, or the tax payable, until April 
15th following. This change is effective 
with respect to all taxable years ending 
after September 23, 1950, the date of 
enactment of the 1950 Revenue Act. 


Since the fiduciary of a trust may no 
longer elect to pay the tax in quarterly 
installments, the full amount of the tax 
due with respect to trust income will be 
payable on the 15th day of the fourth 
month following the close of the taxable 
year. In the case of an estate, however, 
only one-quarter of the tax due will be 
payable on such date, with the remaining 


(Continued on page 850) 
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EDITORIAL... 


IVE years ago a war-weary world 

celebrated a Christmas which most 
nations and peoples hoped would bring 
a long reign of Peace on Earth and 
Good Will toward Men. On the eve of 
the second half of the Twentieth century 
we seem farther than ever from that 
goal. We wonder if we and our children must live our lives 
in a Garrison State, if we in America shall fall prey to the 
self-destruction which Lenin cited as the surest road to 
world rule of Communist dictatorship: “We must force 
the United States to spend itself into destruction.” 


Lenin’s ghost and his egomaniac disciples must read with 
pleasure of the military difficulties of the United Nations, 
of the turmoil in most areas, of strangling taxes and rising 
budget (estimated as high as $70 billion for next year) and 
deficits of the United States, the chief champion of freedom. 


But the great movements in the affairs of people and of 
civilization are not found in “spot news” or war news 
columns of newspapers. Allies in the war for international 
independence are in hiding, but they exist by the millions 
in every dominated country. The Christmas lights have gone 
out in many places (Russia has proclaimed celebration of 
Stalin’s birthday, December 21st, instead of Christmas, in 
satellite countries), but hundreds of millions will worship 


Dictators, Dollars, and Directors 


E think of the billions of dollars of trust funds as 
being invested in inanimate corporations. Actually 
they are invested in people more than in material goods. 
An investment is only as good as the people who operate 
the company the management, and the working force 
on the production line. American business leads the world 
today in productivity and ingenuity because it has been 
built up by uncommon men, and investors are, in a sense, 
placing their bets that the American people will continue 
to face changing conditions with courage and adaptability. 
Our economic process, at its simplest, was described by 
Abraham Lincoln: “The prudent, penniless beginner in the 
world labors for wages for a while, saves a surplus with 
which to buy tools or land for himself another while, and 
at length hires another new beginner to help him.” At this 
level a man could be something of a dictator, and still make 
out. In fact many small businesses have been run by the 
ideas and decisions of just one man. In this is an element 
of strength and independence which is characteristic of the 
American nation. Considered historically, and not just for 
the past twenty years, we have been a nation of self-starters, 
of independent farmers and businessmen. 

But the American mind has not followed the closed orbit 
of dictatorship. Even the most individualistic among us 
looks about for good ideas to pick up from others, and the 
majority of us have found it fruitful to associate a group of 
minds for wider based judgment and successful experience. 
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the Prince of Peace. Not even slaves 
can be told whom to worship. 

Dictators always have made the ine- 
vitably fatal mistake of underestimating 
the power of man’s spirit — the spirit 
that enabled the Christians to survive 
the ordeals of the Catacombs, that led 
our ancestors to found a new continent 
against vast hardships, that prompted 
General McAuliffe to utter his retort to the Nazis at the 
darkest hour of the Battle of the Bulge. 

Both on the Home front and the Battle fronts this spirit 
is forging, against present set-backs, a new moral frontier 
that we can attain in the second part of this century. Work- 
men and their bosses are striving to pile up the greatest 
arsenal of defense ever built. Beneath the news of strikes 
the large body of labor and management is cooperating in 
the common cause. And from the greatly outnumbered 
doughboys on the Korean front comes the news that they 
have added a new slogan to that of “The Golden Gate by 
°48” (when they were in Guadalcanal and Leyte in °45) 
which goes: “We'll trim the tree in 753.” 

Loss of the outposts of civilization makes discouraging 
news. But men of spirit will prevail in keeping it free. When 
the Christmas trees are lit in America, and abroad in many 
lands, they will show this to be true. 





Despite the danger of death from committee inaction — the 
centipede expiring in the ditch because he could not decide 
which leg to move first — we have built our strength by 
combining the abilities of a group of men in a single corpo- 
rate entity. Often it has been sparked by the genius of one 
outstanding mind, but by and large we have turned down 
the dictator complex in favor of the board of directors, and 
our dollars, invested in corporations, are the evidence of 
our independent decision. 


With all of our insistence on equal opportunities, how- 
ever, we have always acted on the practical basis that certain 
individuals are more capable than others — at least in their 
own line —- and should have greater scope. In practice that 
is so common as to be trite, yet it signifies that our faith 
in our country is based on confidence that we will continue 
to produce outstanding men and women — George Wash- 
ingtons and John Marshalls, Du Ponts and Carnegies and 
Ketterings, Spruances and Eisenhowers — and that the rank 
and file of us will be able to recognize greatness and support 
it. That is neither blind faith nor overconfidence. It is an 
intelligent belief in the capacity of free men to meet the 
problems of the present and future based on our production 
and adaptability in the past. It is long range investing. 


He who invests for a “fast buck” is not making the kind 
of investment which built American business and character. 
Ours is a long-term commitment. We are convinced that in 
the long pull directors will win over dictators. Our danger 
today lies in the minority who have lost the feeling of 
American independence, and from fear or indolence prefer 
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to entrust the nation to the ideas of some one man. No man 
is big enough to do that for America. Our past achievement, 
our future hope, and the productivity of our investments lies 
in the freely cooperative endeavor of many great men backed 
by a believing and hardworking people. 

One might say that on the first Christmas God Himself 
invested in humanity, gave a vote of confidence to man’s 
development. As a short-term investment it had a sad ending. 
Things looked pretty black. But God did not sell out — the 
investment has been paying dividends ever since, and be- 
neath the violent storm waves that batter our Ship of State, 
run the elemental tides of progress toward the ports of Peace. 


A A A 


Doesn’t Management Like Stock? 


HE following excerpt from an article by Winthrop H. 

Smith, Managing Partner, Merrill Lynch, Pierce, Fenner 
& Beane, in the American Management Association’s “Strate- 
gic Economic Factors of the 1950’s,” is reprinted here with- 
out further comment as our editorial of the month on equity 
capital: 

“To try to get some glimpse of just what the : ituation is 
today we took a random sampling of Stock Exchange com- 
panies. About a fifth of the officers of those thirty-odd listed 
companies didn’t own a single share of stock in the com- 
panies for which they worked. In one listed company the 
seven top executives held a grand total of 20 shares of stock 
in the company. And in several of the companies the total 
market value of all the stock held was less than the presi- 
dent’s annual salary. 


“I submit to you that the trouble with the equity market, 
as far as those corporations are concerned, begins right at 
home. No corporate officer should become exercised by the 
lack of investor interest in his company or the difficulty of 
raising new money when he doesn’t invest in his own com- 
pany’s common stock. . . I know of no better way to assure 
identity of interests between management and stockholders 
than the assurance that the managers are stockholders too. 
Furthermore, management is not just the president and 
chairman of the board. Management is all responsible execu- 
tive personnel.” 





It’s a Very Difficult Shot 


Trouble with 
an excess profits 
tax is its deceiv- 
ing name. Calling 
a thing “excess” 
has political ap- 
peal, but it still 
makes hard gun- 
ning if you don’t 
want to spray 
buck shot 
fledglings 


over 
and 
“normal” birds. 
As we go to press 
the House-passed 
bill seems to be 





in for Senate 


plucking. 


Copyright 1950, New York Herald Tribune, Inc. 
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Dollar Decline vs. 
Higher Hourly Return 


N no small measure pressure for pay increases in recent 

years has been based on the rising cost of living result- 
ing from the falling purchasing power of the inflation de- 
flated dollar. A graphic representation of the dollar’s decline 
was shown not long ago in a chart published by Vance, 
Sanders & Co., tracing the dollar’s downward course through 
the last hundred years, starting with 100 in 1850. On that 
basis the dollar by 1914 had sunk to about 52, and by 1950 
to 23 cents, and today’s dollar is only 44 cents in terms of 
1914 purchasing power. 


If this were the end of the story many of the claims for 
pay rises because of decreased purchasing power would be 
valid. But there is more to the story. At about the same 
time the chart referred to was produced, the National In- 
dustrial Conference Board published the results of a study 
that showed “Purchasing power of an hour’s work almost 
doubled from 1914 to 1948 . . . because the average factory 
worker’s pay rose twice as much as prices.” And, further, 
the Committee for Economic Development released the state- 
ment that, “In the last 50 years real wages per hour in the 
United States have increased more than three-fold.” 


The National Industrial Conference Board observed that 
though the 1914 wage-earner worked more than 51 hours 
a week, some other member of the family had to earn 
additional income to supply the then average amount of 
goods and services, the 1948 worker had to work but 34 
hours a week and supplied his family with the higher living 
standards considered average in that year. The study shows 
that in 1914 the average factory worker spent 51.5 hours 
on the job, at 25 cents an hour, or $12.72 per week, while 
he needed $16 to support his family. The average factory 
worker in 1948 spent 39.7 hours on the job, received $1.47 
an hour, or $58.52 a week, of which $49.52 was needed to 
support his family in better style than was even available 
in 1914, and so had $9 per week for savings or further 
improvement of living standards. 


The CED report, based on the last 50 years, points out 
that today the average employee (not necessarily factory) 
receives $1.34 an hour while in 1900 it was about 43 cents 
in terms of 1949 prices. Allowing for changes in prices, an 
hour’s work of an average employee today can buy more 
than three times as much goods and services as an hour’s 
work 50 years ago. 


It is well to observe, however, that with all the comment on 
hidden payrolls, labor might be well advised to take into 
account the incredible “hidden pay increases” it has con- 
tinued to enjoy through the years as a result of the invest- 









ment of capital and the greatly increased efficiency of the 


modern machine. 


Along with that is the unhappy comparison of the returns 
on invested money with the returns to labor. Certainly none 
begrudges labor it rewards. It is unfortunately true, however, 
that the person living on a fixed dollar income has felt the 
full weight of the dollar depreciation and, as has been ob- 
served many times, the return on the invested dollar, even 
where percentages remained level, bought fewer goods in 
the market place including, ironically enough, fewer of the 
tools of production which make the workers’ rising living 
standards possible. 


TRUSTS AND ESTATES 








‘ 
' 
3 






DeEcE 


ne 


ost THe management of investments plus 


ry complete custodian service—available in a Custodian 


Management Account—is an important service 


he offered by City Bank Farmers Trust Company. 


nat EXECUTOR CUSTODIAN OF SECURITIES 
urs MANAGEMENT OF INVESTMENTS TRUSTEE 
34 TRUSTEE UNDER PENSION AND PROFIT 

: - p 1S 

ing SHARING PLANS 


TRANSFER AGENT FISCAL AND PAYING AGENT 
REGISTRAR 
TRUSTEE UNDER CORPORATE INDENTURES 
AZT 
to peaiead 


ble MORTGAGE MANAGEMENT 


” City Bank Farmers 
cuanseeo en LUSLE Company 


t on 
‘nto Head Office: 22 William Street. New York 

-on- Uptown Office: 640 Fifth Ave. at 51st Street; Brooklyn Office: 181 Montague Street 
rest- 
the Information may be obtained through any branch 


of The National City Bank of New York 


° 
di 





res | DecemBerR 1950 811 








/ Oth Wied. ene, "oa Conference 


CONTRASTS SHOWN BETWEEN SECURITY BY ‘FIAT’ 
AND SECURITY BY PERSONAL INITIATIVE 


OTH of the annual regional trust 

conferences sponsored by the Amer- 
ican Bankers Association Trust Division 
have been notable for their plain talk 
and pioneering ideas. Like the Mid- 
Winter Trust Conference they have also 
come a long way from the early days 
of concentration on the mechanics and 
operational detail to appraise trustee- 
ship in its relationship to the basic de- 
velopments of business, politics and the 
community. 


In the opening address at the Mid- 
Continent Conference held in St. Louis 
November 9-10, Thomas H. Beacom of 
Chicago’s First National Bank exempli- 
fied the leadership which trustmen have 
come to take in national affairs, and 
forcefully focused attention on the basic 
issue of government domination, not 
only abroad but at home, through 
squandering and deficit-financed infla- 
tion and “trading away of the rights of 
free men for promises of an elusive 
security.” His speech, heard by the 550 
delegates from twenty states, is reported 
further in this issue. 


In his first major address since be- 
coming president of the Trust Division, 
Raymond H. Trott, president of Rhode 
Island Hospital Trust Co., Providence, 
sparked the rising trend to civic and 
industrial leadership by urging trustees, 
as major investors in American indus- 
try, to take active interest in corporate 
affairs and cooperate with managements. 
No longer, he remarked, should the 
trust department be viewed as an instru- 
mentality of the dead hand, but as a 
great channel for the productive appli- 
cation of the savings of hundreds of 
thousands of trustors and investors. As 
managers or investors in real estate and 
administrators of charitable funds, fidu- 
ciaries should be actively concerned, 
Mr. Trott said, in local taxation, zon- 
ing laws and other betterment programs. 
Additional report of this talk is in the 
following pages. 

A.B.A. President James E. Shelton, 
who is president of the Security-First 
National Bank of Los Angeles, reviewed 
“The State of the Union” as he had 
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before the Western Regional Trust Con- 
ference in October. (See Nov. T. & E., 
p. 774.) The great danger to American 
well-being in general, as well as to the 
more productive and saving members of 
society, he re-emphasized, is “the threat 
from within: creeping Collectiveism, 
socialism by default, or the Welfare 
State.” Productivity he cited as the key 
to our high standard of living, a point 
on which William Winfield of Monsanto 
Chemical Co. presented so optimistic 
comentary, reported elsewthere herein. 


Speak Up, Trustees 


In one of the most pertinent — and 
delightfully impertinent — talks given 
before any such sedate group as Fiduci- 
aries, Mark A. Brown breezed through 
commentaries on bank-trust relation- 
ships in the best Chicago tradition. 
Speaking as President of the Harris 
Trust and Savings Bank and as an in- 
dividual with a wealth of business back- 
ground, Mr. Brown drew the bead on 
a number of the shortcomings of the 
John Alden type of trust executive, and 
then, handed them ammunition to shoot 
at their top bank managements. 


He commended the excellence of ser- 
vice which trustmen give to their cus- 
tomers and the value of their invest- 
ment counsel, pension supervision and 
other helpful advice on banking prob- 
lems. He contrasted their timidity in 
speaking up about their own accomplish- 
ments to commercial bank men who are 
always eager and ready to tell about 
their successful endeavors. Trustmen do 
not make the most of their good achieve- 
ments for a customer; the acquisition of 
some fine new business, or their unusual 
handling of a most difficult situation 
to the complete satisfaction of their 
client. 

“Don’t 
Brown’s advice. 


keep it a secret,” is Mr. 


In the past many a trust officer has 
been so hesitant to come in to talk with 
the President that when he did make 
an appointment or loom up outside the 
executive office the President was seri- 
ously concerned for he was reasonably 


sure that one of two things had hap. 
pened: either the bank had just been 
sued or it was about to be. Actually, 
trust problems and activities are, he 
continued, the most interesting part of 
bank work, as conferences between the 
commercial bank and _ trust officials 
quickly demonstrate. Such frequent and 
friendly visits together liven up the 
organization and afford a needed op- 
portunity to clear up misunderstanding 
and misinformation, particularly on the 
part of the commercial officers. 

Why has the trust official so often 
been the low man on the totem pole, Mr. 
asked, when he is about the 
most hard-working versatile of 
people? Why does top management ne- 
glect the Trust Department? A_ basic 
reason advanced was the small percent- 
age of profits which the Department 
contributed in total com- 
mercial earnings. Management is hu- 
man. It directs its major attention to 
the more profitable departments of the 


Brown 
and 


relation to 


bank, he added. 

While top 
may not be expected to spend a great 
deal of their time on trust matters - 
since many have to do with the techni- 
there is much potential co- 


commercial management 


cal side 
operation to be gained if trustmen will 
come out of their holes and give a 
human-eye view of their activities. Mr. 
Brown then cited the case of the Direc- 
tors’ Trust Committee member who 
telephoned to say he would be out of 
town on the next meeting date, for 
which he was genuinely sorry, as “the 
discussion of trust affairs and invest- 
ments at these meetings is usually the 
most interesting part of my service as 
a Director.” 

Do you trustmen make it a point to 
take the commercial bankmen to lunch 
occasionally? If not, you should. That 
gives the opportunity, he said, for 
trustmen to sell their end of the busi- 
ness to their commercial associates. “Let 
them boast about commercial banking a 
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human interest story or trust develop- | 


ment that has application to current | 
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problems such as theirs — keeping 
names confidential, of course. I want to 
see Trust Departments get better appre- 
ciation from bank management; after 
all the President of a bank is also 
President of the Trust Department.” 
Speaking of the commodity that is 


often dearest to a banker’s heart — 
money Mr. Brown stated that his 
Trust Department is making more 


money each year and that all divisions 
of the Depariment are providing the 
earnings. 

Though the commercial bank profits 
are substantially higher than those of 
the Trust Department, in all fairness 
he pointed out that it took more work 
to achieve the trust dollar, although 
there may be more net from that dollar 
than from the commercial bank income 
dollar, even after allocating all costs. 
“The Trust Department makes good 
money not much, but it’s mighty 
good!” 

Among other remarks that delighted 
the audience were those referring to 
that most ghastly but necessary of all 
spectres — the budget. Is that the reason 
for the tradition of the “pinch penny” 
Department? He also posed the ques- 
tion as to why the trust officers burned 
so much midnight oil and took home 
such bulgy briefcases. “Are Trust De- 
partments too overly with 
the details of getting the last ounce of 
self-protection? When criticisms of the 


meticulous 


Trust Department are made, it is most 
often found that they are caused by too 
much technical hedging or misunder- 
standing that could be cleared up by 
presenting the situation personally in 
a gracious and plain-English manner. 
If you’re going to do a thing, do it 
gracefully, and with a pat on the back, 
not negatively. 

“Are we too niggardly with the trust 
budget?” he also inquired. When the 
auditors present recovered from. that 
shock he related that at the end of the 
year some trust officials proudly report 
that they have spent only part or even 
only half of their budget. “That’s not 
good,” he continued. “They probably 
aren't producing to the limit of their 
ability if they don’t exceed it!” 

The big task for trustmen is to learn 
to sell. 

Trust Departments in general are 
eficiently operated by extremely smart 
and able men who are safe and sound, 
but who in the main are mighty poor 
salesmen. This is evidenced by the fact 
that so few are serving as Directors of 
their banks. 

It’s our own fault that such a very 
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large percentage of estates is being ad- 
ministered by non-professionals. Mr. 
Brown concluded with: “Let’s start sell- 
ing our trust service with enthusiastic 
confidence — and the place to begin the 
selling is right in your own organiza- 
tion.” 


Costs, Examination and Deductions 


At the second session, William J. 
Weig of Guaranty Trust Co. of New 
York emphasized the necessity of know- 
ing costs in order to make a reasonable 
profit, adjusting compensation where in- 
dicated. The improving relationship be- 
tween trustmen and supervising authori- 
ties was noted by Robert C. Masters of 
the Federal Reserve Division of Exam- 
inations. Both papers are summarized 
elsewhere in this issue, as is the discus- 
sion on common stocks, by Roger F. 


Murray of Bankers Trust Co., New 


York. 

A. James Casner, professor at Har- 
vard Law School, presented a number 
of clauses dealing with the marital de- 
duction for estate taxes. These were 
classified under provisions relating to 
the amount given to the trustee (lump 
sum and fractional share of residue — 
both in will and inter vivos trust; form- 
ula in will and inter vivos trust); pro- 
visions for preservation of deduction 
where order of deaths cannot be estab- 
lished; disclaimer provisions to reduce 
or eliminate marital deduction gift; 
provisions for disposition of income and 
of corpus, depending on type of trust 
used. First publication rights to Pro- 
fessor Casner’s paper were demanded 
by the Harvard Law Review, hence his 
paper is unavailable to the trust fratern- 
ity at this time. 
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New Business Approach 


Marc Anthony was reincarnated, in 
modern dress, in the eloquent trust new 
business interpolation by A. M. Mc- 
Nickle, vice president of the Fidelity 
Trust Co. of Pittsburgh, with the use 
of visual aids and illustrations of the 
parallels between this ancient Roman’s 
salesmanship and the method of selling 
present-day estate planning. The biggest 
dollar market is in the $100-$500,000 
range, he pointed out, as three of every 
four of such size estates are still using 
individual executors or trustees. Nor 
can we stop at a good job of admini- 
stration — prospects still have to be 
told and sold, as proved by the experi- 
ence in over-the-counter sales of life 
insurance by Massachusetts savings 
banks which sold only $22 million to 
those who walked in and asked, com- 
pared to the $455 million sold by insur- 
ance representatives. 

Showing several of the charts. used 
for illustrated talks at group meetings 
sponsored by the trust company around 
Pennsylvania, Mr. McNickle expressed 
the conviction that “visual aids are the 
best medium for selling intangibles 
too, as people remember 10% of what 
they hear, a third of what they see, and 
over half of what they both see and 
hear.” In soliciting new business do not, 
he cautioned, ask a prospect why he 
doesn’t use a trust company and do not 
get into an argument, but tell about 
the results, with illustrative examples 
and heart appeal. In some cases humor- 
ous incident may be in order, he hinted, 
telling the story of the big, good-na- 
tured colored man who was sporting a 
large diamond tie-pin. 


“How come you get dat dere rock, big 
boy?” a friend inquired. 

“Why dat’s on account of my best fren 
what died las’ month.” 

“What dat got to do with you gettin’ a 
diamond?” was the rejoinder. 

“Well you see it was disaway. I was 
what you call de executor and de will he 
say ‘I directs dat my executor should pur- 
chase a suitable stone in memory of de 
deceased. Dis here is de stone, and brudder, 
it shore is good for de memory.” 


Socialism and Tax Paralysis 


Recommending that as stockholders in 
the U. S. A., we should open the ac- 
count book and study the balance sheet, 
George S. Benson, president, Harding 
College, Searcy, Ark., said the country 
stands in danger of being pushed into 
State Socialism in spite of the example 
of England which was socialized in a 
step-by-step process, though the Fabians 

(Continued on page 850) 
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TRUSTEES AS INDUSTRIAL LEADERS 


RAYMOND H. TROTT 


President of the Trust Division, American Bankers Association and 
President, Rhode Island Hospital Trust Company, Providence 


HE ownership or custody of the 

securities, real estate and cash 
turned over to us as fiduciaries give us 
certain rights and entail certain obliga- 
tions, by virtue of which we occupy a 
very real place in our industrial econ- 
omy, both nationally and locally. It is 
inevitable that securities of local com- 
panies will find their way into the trust 
departments of local banks, either by 
being turned over to the bank or by 
purchase. Although usually compara- 
tively small in the individual account, 
the aggregate holdings may amount to 
a substantial portion of the shares out- 
standing. There are many instances 
where controlling interests in a com- 
pany, or substantial minority interests, 
are held in one or a few accounts. 


The trust department of a bank can 
no longer be looked upon as the instru- 
mentality of the dead hand, for it is 
a live, vigorous and progressive factor 
in the industrial life of its community. 
As a stockholder in local enterprise, it 
should be prepared to take its position 
as a leader in local industrial thought 
and action. Where the holdings of a 
trust department in a company are large, 
it should seek representation on the 
board of directors, either directly 
through its officers or directors, or in- 
directly through a recognized represen- 
tative. It should take an active part in 
community activity that affects indus- 
trial life, taxes transportation, living 
conditions etc. The business of the indi- 
vidual company should be carefully 
analyzed and its performance studied. 
Advice and assistance should be given 
to management when requested. 


Informed Supervision 


Trust departments of different banks 
should, where desirable, co-operate in 
furthering the interests of companies in 
which each holds stock. As members 
of a policy-making and directing body, 
boards of directors should be encour- 
aged to select competent management. 
All too often, management is allowed 
to stagnate and to become self-perpetua- 
ting at the expense of the business and 
the stockholders. The trust company, as 


From address before Mid-Continent Trust Con- 
ference, St. Louis, Nov. 9, 1950. 
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a stockholder, has a duty to watch a 
company’s performance carefully and 
when necessary take positive, aggressive 
action to make corrections. 


It is usually not enough for a trust 
department to confine itself solely to 
the results of a company’s performance 
as shown by figures. Thorough knowl- 
edge should be obtained of a company’s 
products, market trends etc. by con- 
ferences with management, which help 
management to obtain advice and as- 
sistance and the trust department to gain 
an understanding not possible from fig- 
ures alone. These conferences also fur- 
nish one means by which management 
may be appraised. 


The trust department as a stockholder 
should speak only through the board 
of directors, as unwarranted interfer- 
ence with management could be serious, 
and great care should be exercised to 
give advice in such a way that it could 
not be taken as a direction, no matter 
how great the proportion of stock held. 


The usual director’s fee is not enough 
to compensate for the time and responsi- 
bility undertaken unless there is personal 
interest, direct or indirect. If there is 
none, compensation should be sufficient 
to command the services of qualified 
directors. Directors not a part of man- 
agement who are qualified by their own 
attainments can bring points of view 
that are extremely valuable in determin- 


ing policy. 
Proxies and Personal Interest 


Aggregate holdings in _ nationally 
known companies often make trust de- 
partments important factors therein. 
While in the past there may have been 
some question as to the desirability of 
giving proxies on behalf of trusts, cer- 
tainly it is now the practice for proxies 
to be given for meetings involving no 
controversial matters. Personal repre- 
sentation at corporation meetings is 
often desirable. Many companies send 
to stockholders operations reports far 
more informative than mere figures. 
Some of these reports should be sent to 
the trust customers interested to further 
their interest in the companies and build 
up good stockholder relations. 


More and more, small business comes 
into the control of trust departments, 
some for a short time, others pending 
sale, some for continued operation. In 
setting up intelligent, vigorous manage- 
ment and in determining matters of 
policy, the opinion of qualified experts 
should be freely sought. Some trust de- 
partments have special committees of 
directors and officers to supervise hold- 
ings where they have control or large 
minority interests. 


As a bondholder, the trust department 
is frequently a major creditor and as 
such has a definite responsibility for 
action where the credit of a company 
is impaired to the extent of making 
creditor action necessary. In that case, 
a vigorous leadership should be provid- 
ed by the trust department. 


Real Estate and 
Community Concerns 


A trust department often finds itself 
an important factor as a real estate 
owner or manager in its community, as 
trustee or agent. As such, it should 
maintain an active interest in traffic and 
zoning laws, building laws, taxes and 
other matters pertaining to ownership. 
Although many have qualified real estate 
personnel, the opinion of experts is 
of value to the account and a protection 
to the trust department. 


It is of course important to have the 
trust department personnel active in 
community affairs, Chambers of Com- 
merce, charitable organizations and 
various public activities. Political activ- 
ity to a certain extent is desirable if 
the individual is qualified. As an in- 
creasingly important factor in the com- 
munity, the trust department must do 
its part by constructive efforts. 


The personnel of a trust department, 
because of its close contacts with busi- 
ness, is in a position to do a great deal 
to educate the people in business princi- 
ples, ideals and purposes, and to dis- 
abuse people of false and erroneous eco- 


nomic ideas, The present day business | 


executive is keenly alive to the social 
obligations of business. Trust depart: 


ment personnel should make this appar- 


ent by their own attitudes and example. 
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New Jersey Trustmen Seek 
Prudent Man Rule 


Adoption of a 100% prudent man 
rule was advocated at the 22nd annual 
trust and banking conference held by 
the New Jersey Bankers Association at 
Asbury Park on November 15-16. The 
association has adopted a resolution to 
that effect and there was general agree- 
ment by the several hundred delegates 
with the view expressed at the dinner 
session by Mayo A. Shattuck, Boston 
attorney, that fiduciaries should be per- 
mitted the fullest latitude in investments 
and not be subject to any such restric- 
tion as the 35% limit imposed by the 
New York law adopted earlier this year. 


Citing the successful operation of the 
unrestricted rule in its native Massachu- 
setts, Mr. Shattuck pointed out that the 
diversification necessary to provide suit- 
able income to the preferred life bene- 
ficiaries is not practical when circum- 
scribed by limits. (See page 848.) 


A suggested investment policy for 
trustees under the prudent standard was 
outlined by Adrian M. Massie, executive 
vice president of The New York Trust 
Co. This address is published elsewhere 
in this issue. Also reported herein is 
the address on “Employee Attitude Sur- 
veys’ *by Howard J. Morris, Jr., assist- 
ant vice president of the First National 
Bank of Montgomery, Ala. 

The most important problem facing 
the nation today, according to Dilman 
M. K. Smith, vice president, Opinion 
Research Corp., Princeton, N. J., is how 
far we as a people will turn to the state 
or centralized government to solve our 
social and economic problems. Observ- 
ing that the government has entered the 
banking business and the power busi- 
ness, as well as gaining control of other 
economic groups, the speaker advocated 
thorough education of employees and 
others in the fundamentals of American 
enterprise. 

At the Trusts session presided over 
by Jay Knox, trust officer of the First 
Camden National Bank and Trust Co., 
and chairman of the Trust Committee, 
Charles D. Root, Jr., of Towers, Perrin, 
Forster & Crosby, Philadelphia, dis- 
cussed the social and economic implica- 
tions of retirement. The concluding fea- 
ture of the session was a trust panel 
led by George F. Melick, vice president 
of Morristown Trust Co. The other par- 
ticipants were: 
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Clair M. Fisher, trust officer, Camden 
Trust Co.; S. E. Lindstamer, vice presi- 
dent, Passaic-Clifton National Bank and 
Trust Co.; J. Wallace Scanlon, assistant 
vice president and trust officer, Howard 
Savings Institution, Newark; and Jos- 
eph P. Wortz, vice president and trust 
officer, Security Trust Co., Wilmington, 


Del. 
A A A 


Mid-Winter Trust Conference 
Dates 

The 32nd Mid-Winter Trust Confer- 
ence of the American Bankers Associa- 
tion will be held at The Waldorf-Astoria 
in New York, February 5 to 7, 1951. 
Among the speakers will be Trust Divi- 
sion president Raymond H. Trott, A.B.A. 
president James E. Shelton, Professor 
Marcus Nadler, and Cody Fowler, presi- 
dent of the American Bar Association. 


A A A 
Girard Wins “Oscar” 


Girard Trust Co., Philadelphia, won 
the silver “Oscar” for the best annual 
report for 1949 among financial institu- 
tions, awarded yearly by the Financial 
World. Prepared in great detail Girard’s 
report not only gives a clear-cut picture 
of the financial situation, but deals with 
policy and personnel. 


Considerable space and attention are 
given to the operation of the trust de- 
partment including concrete information 
on fees involved in some types of work. 
Illuminating trust case histories make 
the report a vital document, and illustra- 
tions by Perry Barlow, New Yorker car- 
toonist, lend an unusual atmosphere of 
good humor (see T. & E., April, 1950). 

The “Oscar of Industry” was won by 
General Motors. Over 5,000 reports were 
submitted this year, the highest number 
ever. 








“Mr. Watkins is studying your situation. He 
has the papers on his desk right now.” 
—From annual report of Girard Trust Co. 


Penn Trust Meet 


Some 250 bankers gathered in Harris- 
burg on December 8th to discuss current 
methods and problems of operation and 
investment procedures at the annual 
Mid-Winter Conference of the Trust Di- 
vision of the Pennsylvania Bankers As- 
sociation. Robert D. Ferguson, vice 
president of Peoples First National Bank 
& Trust Co., Pittsburgh, presided. 

An innovation at this year’s confer- 
ence was a visual presentation of adver- 
tising and promotional material, and 
forms developed by the Division’s Oper- 
ations Committee. Features of the pro- 
gram, which will be reported next 
month, were a panel discussion on “Or- 
ganization, Principles and Practice of 
Trust Investment,” led by Albert W. 
Whittlesey, vice president, The Pennsyl- 
vania Co. for Banking and Trusts, Phila- 
delphia, and addresses by Hon. Hugh C. 
Boyle, President Judge. Orphans Court 
of Allegheny County, and Dr. Melchior 
Palyi, consulting economist. 


A A A 
Floridians Meet 


The Fall meeting of the Trust Divi- 
sion, Florida Bankers Association, was 
held on December 8 at the Orlando 
Country Club. The program included 
committee reports and 12-minute dis- 
cussions by Richard D. 
president and trust officer, Little River 
Bank & Trust Co., Miami; Henry To- 
land, trust officer, Exchange National 
Bank, Tampa; Frank Hickok, trust ofh- 
cer, First National Bank, Leesburg, and 
Paul H. Hanson, vice president and 
Palmer National Bank & 


Boggs, vice 


trust ofhcer, 


Trust Co., Sarasota. 
& & sb 


New England Trust Conference 

The 17th New England Trust Con- 
ference of the Corporate Fiduciaries As- 
sociation of Boston held on De- 
cember first at the Parker House, under 
the chairmanship of President Paul I. 
Wren, vice president of Old Colony 
Trust Co. The speakers: 

William R. Biggs, vice president of 
Bank of New York and Fifth Avenue 
Bank: and Outlook for 
1951.” 

Francis E. Nugent, assistant chief 
national bank examiner: “Trust Prob- 


was 


““Rearmament 


lems.” 
A. H. Parker, Jr., vice president, Old 
Colony Trust Co.: “Successor Trustees.” 
The dinner was featured by an ad- 
dress by John H. Crider, editor-in-chief 


of the Boston Herald. 
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Two New Common Trust Funds 


The Kentucky Trust Co. of Louisville, 
and the Old National Bank of Evans- 
ville, Ind., have established common 
trust funds. The former is the first in 
the state, the latter the second. It is 
expected that about 100 accounts aggre- 
gating approximately $1,000,000 will go 
into the Kentucky Trust fund on the 
initial investment date around December 
15th. A like number of trusts totalling 
about $250,000 will be put into Old Na- 
tional’s fund about January Ist. Both 
plans are of the discretionary type, the 
former by virtue of the existence of the 
prudent man rule in Kentucky. J. V. 
Norman, Jr., vice president and chair- 
man of the Trust Investment Committee, 
will be in charge of investments in the 
Kentucky trust fund, with trust officer 
Joseph R. Gathright handling the ad- 
ministrative details, while trust invest- 
ment officer John D. Clark. Jr., and 
trust officer M. G. Berges will be in 
charge of Old National’s fund. 

Banks contemplating the  establish- 
ment of a common trust fund may be 
interested in the newspaper advertise- 
ment run by Kentucky Trust Co. an- 
nouncing establishment of its fund. Fol- 
lowing the headline, the copy reads: 

In keeping with their policy of always 
offering complete and modern trust ser- 
vices, the Directors of The Kentucky Trust 
Company announce the establishment of 
the first “Common Trust Fund” in’ the 
State of Kentucky, to be known as “Di- 
versified Trust Fund A.” 

The Fund will be operated under the 
supervision of the Commissioner of Bank- 
ing of Kentucky, and in accordance with 
the Regulations of the Board of Governors 
of the Federal Reserve System. 

The primary purpose of the Fund is to 
obtain wide investment diversification for 
estates and trusts of modest size. Many 
estates and trusts will purchase ‘Partici- 
pations” in the Fund which will then have 
a large sum to invest. In this way each 
individual estate and trust will obtain a 
participation in a more widely diversified 
group of investments than would be other- 
wise possible. 

Proper diversification is the basic invest- 
ment principle underlying the successful 
operation of life insurance companies. 
“Common trust funds” have operated suc- 
cessfully for years in many states; but 
this is the first such Fund to be estab- 
lished in Kentucky. 

Participation in “Diversified Trust Fund 
A” js available only to accounts established 
for bona fide fiduciary purposes, where 
The Kentucky Trust Company acts as Ex- 
ecutor, Administrator, Trustee, Guardian 
or Committee. 

The Fund is primarily for the benefit 
of estates and trusts of modest size. No 
account may invest more than $50,000 in 
the Diversified Fund, nor may it hold an 
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interest amounting to more than 10% of 
the Fund. 


Participations are non-transferable, and 
admissions and withdrawals will be made 
on the basis of the market value of the 
Fund at the time of admission or with- 
drawal. 

All securities bought in the Fund must 
be eligible for trust investments under 
Kentucky law. 

The operations of “Diversified Trust 
Fund A” will be subject to the customary 
Federal Reserve and State examinations; 
and in addition will be examined in detail 
at least yearly by auditors responsible sole- 
ly to the Board of Directors of The Ken- 
tucky Trust Company. Copies of the re- 
port of such auditors will be available to 
all persons interested in the Fund. 

The Kentucky Trust Company will re- 
ceive no fee, commission or other remuner- 
ation for its operation of “Diversified 
Trust Fund A,” its only compensation be- 
ing the regular charge for acting as Ex- 
ecutor, Trustee, etc. The Trust Company 
may not invest its own money in the Fund, 
buy securities for the Fund from itself, or 
sell securities from the Fund to itself. 

The Fund is an extra service for trusts 
at no extra cost. 


A A A 


Inflation Cuts Real 
Corporation Profits 


Real corporation net profits have risen 
little since 1948 because of recent infla- 
tionary trends, according to Leland Rex 
Robinson, vice president of the Econo- 
mists National Committee on Monetary 
Policy, at a recent meet of the organiza- 
tion. 

“Reduced to actual purchasing pow- 
er,” said the speaker who is also pro- 
fessor of Political Economy, New York 


orporation Profits Before and after Taxes 
1936-1950 


University, “these profits in 1949 were 
less than 45% above 1929, while our 
country’s industrial production topped 
1929 by a full 60%.” 


Even profits on net worth, when ad- 
justed to realistic levels, hardly have 
exceeded the levels of the 1920's. 

A A A 


Trust Assets Up in Three States 


Trust assets in Illinois’ 60 state banks 
and trust companies increased almost 
one hundred million dollars during 1949, 
according to figures recently published 
by the Auditor of Public Accounts. At 
the end of 1949, the total trust resources 
(excluding corporate trusts) was $l,- 
722,667,669, compared with $1,629,- 
276,279 on December 31, 1948. Corpo- 
rate trusts aggregated approximately 
$1,060 million. The 88 national bank 
trust departments operating in Illinois 
were administering $5,619,961,352 at 
the year-end, a rise of about $300 mil- 
lion. 


In Maine, the 22 active trust depart- 
ments of state trust companies were at 
mid-1950 administering trust assets to- 
talling $31,638,323, a modest gain over 
the figure of $31,072,606 on June 30, 
1949. Only eight departments have more 
than a million dollars, the largest being 
Eastern Trust & Banking Co. of Bangor 
with almost $11 million. 


In Pennsylvania, trust funds held by 
state institutions rose more than $100 
million in the year ending June 30, 
1950, to $3,298,161.291. Corporate 
trusts gained almost $325 million to 
$3,642,395,092. 
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{Federal and state corporation income and profit taxes. 
Source: Department of Commerce. Chart by Treasury. 
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Business Insurance 


NEW WRINKLES IN PURCHASE AGREEMENTS 


HE combined pressure of the in- 

come and estate taxes is accom- 
plishing a fundamental undermining of 
the value of every closely held company. 
The only way anybody has been able 
to build up significant capital in the 
last 20 years has been by increasing the 
earning power and thus building up the 
equity value of a business or of real 
property. On death, inflated postwar 
earnings will be capitalized and estate 
tax rates applied against that capitalized 
value to create a cash liability. 

During these 20 years, income tax 
rates have been so graduated as to pre- 
vent the accumulation of cash to meet 
this liability out of salary, dividends or 
business income. When the estate tax 
liability is applied against the personal 
balance sheet, the owners of most busi- 
nesses are not liquid, and thus the estate 
tax liability creates pressure to sell, 
while the income tax siphons off the 
capacity to buy. 

The trust officer of the Huntington 
National Bank of Columbus, Ohio, re- 
cently showed* that those who had not 
already sold out their business and con- 
verted to more liquid assets had a pro- 
spective estate tax liability well in excess 
of their liquid holdings. 


Basic Question 


“‘What’s your business really worth?” 
There is more than one answer to that 
question. First, what the owner gets 
out of it in salary, dividends, satisfac- 
tion and security. Then what is it worth 
on the market, and whether he must 
take steps to create a market which will 
give adequate value to his business 
equity. Next, what is his business worth 
in the eyes of the tax collector. Finally, 
what is the business worth to his family 
— without the guiding hand of the 
principal operator and with a tax lien 
wrapped around it and perhaps with a 
well publicized pressure to sell in order 
to meet that lien. 

This article is based on an address before the 
Million Dollar Round Table, Atlantic City, Oct. 2, 


1950. 
*See Feb. 1950 Trusts AND ESTATES 107. 
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WILLIAM J. CASEY 
Member of the New York Bar 


The buy and sell agreement, setting 
a realistic price, may be the answer. 
Some reorganization of the capital 
structure which will put more of the 
value of the business into face value 
bonds or preferred stock, and less of it 
into the more volatile common stock, 
may give more adequate control. Per- 
haps, by lifetime gifts of common stock, 
we can figure out valuation a little at a 
time, and establish some favorable pre- 
cedents and principles in arriving at the 
value for gift tax purposes, even though 
they are not binding for estate tax pur- 
poses. In any event, the gifts will get 
the more volatile assets out of the estate, 
and we will have more assurance on 
the size of the future liability, because 
the principles of valuation which apply 
to preferred stock and bonds are less 
open to dispute. 


Even where there are liquid funds to 
meet the tax liability, we will frequently 
bring the owner of a business to an ex- 
ceedingly difficult dilemma — the choice 
between the use of safe liquid assets to 
pay the estate tax and the sale of the 
business with the retention and aug- 
menting of liquid assets which do not 
require management or involve compar- 
able risk. In the financial realm, the solu- 
tion will be to build up Grade A liquid 
assets, so that after paying the death tax 
there will still be some adequate cushion 
over and above the business, or to 
build up a fund so that the business 
can be properly disposed of at an ade- 
quate value. Either way, there may be 
a very distinct need for insurance. 


Tax Shelters 


This process of valuation is almost 
certain to produce shock, and an urge 
to place a dangerous situation under 
control. If you want to produce more 
shock, spell out how a dollar of net 
profit put into a corporation will shrink 
to less than 3c after it has been through 
top bracket rates in the wringer of cor- 
porate tax, individual tax on dividends 
and estate tax. Even in the middle 
brackets ($20,000 income tax bracket 


and $100,000 to $250,000 estate tax 
bracket), a dollar bill will boil down to 
19c after it has staggered by these three 
hurdles. 


It is no wonder that planning for the 
perpetuation of business institutions and 
the protection of ownership interests has 
boiled down to a search for a tax shelter 
of one sort or another. We have seen 
many companies sold out to tax exempt 
foundations, and an increasing number 
of mergers which permit a tax-free con- 
version of closely held equity into the 
more liquid securities of larger compan- 
ies. We have seen many companies sold 
on a basis which minimizes and post- 
pones tax by virtue of the lower capital 
gain rates and the use of deferred and 
contingent payments such as the well 
publicized sale of the Toni Company to 
the Gillette Company. 


But such arrangements are either be- 
ing closed up by legislation or are not 
available to many companies. The foun- 
dation approach has been partially 
closed up by legislation, tax-free mergers 
are available to only a handful of the 
better established companies, and a sale 
at capital gains rates does not suit the 
purposes of the owners of most of the 
businesses with which we come in con- 
tact. 


Funded Agreement Best 


I feel that the best available answer 
to the double squeeze in estate and in- 
come tax for many closely held small 
companies is a properly drafted buy and 
sell agreement, funded by life insurance. 
The interest increment builds up tax- 
free and when a man dies before ex- 
pectancy, the windfall proceeds are re- 
ceived tax-free. Under today’s income 
tax rates, capital buying power must be 
built up a little at a time. Insurance buys 
time. If there are not enough years to 
accumulate the fund necessary to retire 
a business interest, it is forthcoming 
when needed in one big chunk. 


It is important to take a regular, 
periodic look at values to see if the price 
as set in the buy and sell agreement, 
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and the funding, is sufficient. These are 
inflationary times and a $25,000 hike in 
income may call for $100,000 or more 
adjustment in price and insurance. Al- 
though it is important for a buy and 
sell agreement to set a ceiling on tax- 
able value, with inflated profits the 
great danger today is that application 
of a theoretical formula will produce 
a taxable value which could not be real- 
ized in the market. 


To highlight the danger, compute the 
value of a listed stock from its pub- 
lished earnings and balance sheet, using 
the formula the Treasury would usually 
use on a closely held company whose 
shares are not traded. (Allow 8% on 
tangible assets. Deduct that from aver- 
age earnings for the last 5 years. Capi- 
talize what’s left at 15°% by multiply- 
ing it by 6.66.) The theoretical value is 
likely to be much more than what you 
can get on the stock exchange. For ex- 
ample, computations early this year 
showed Schenley worth about 95 under 
the formula, while on the exchange it 
was running about 29 to 33, Youngs- 
town Sheet and Tube 143 under the 
formula, but its market value ran be- 


tween 72 to 83. 


Consider the anomaly. A well known 
company, listed on the stock exchange, 
publicly traded, with a ready market, 
is valued at less than the Treasury would 
value a closely held family corporation 
with comparable earnings but with none 
of the stability, the reputation and the 
liquidity of the listed company. Its 
marketability is the very thing which 
jacks up its taxable value. 

Associates as Market 

Experience and _ special knowledge 
often make an owner’s business associ- 
ates the only real prospective purchasers, 
because the earning power in their 
hands will far exceed its value to out- 
siders. Additional salary payments of 
$25,000 to associates should be enough 
to enable one or more executives to pay 
insurance premiums of $15,000 a year 
for a stock purchase plan. And _ it’s 
equally likely that a salary increase 
from $25,000 to $50,000 a year for 2 
or 3 key executives of a $2,500,000 com- 
pany would be within the bounds of 
reasonable deductible compensation. Net 
cost to the company would be $15,000. 
Had a top bracket owner distributed the 
$25,000 raise to himself, the net to him 
after corporate and individual taxes 
would be only about $2,500. 


A stock bonus trust can also help busi- 
ness associates finance the transfer of 
an equity. It is given special privilege 
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under the tax law and payments into it 
are deductible and escape corporate tax, 
and are not taxable to employees until 
distribution. A good cross section of em- 
ployees must be taken in, and the pur- 
pose must be to give them a piece of 
the business. But a collateral result may 
be the creation of a market for some 
stock, and $1 going into such a trust 
will cost a top bracket owner something 
like a dime, and will accumulate as much 
stock or carry as much insurance as 
$1.25 or more in salary. 


Or take the very small business with 
few tangible assets, its value depending 
on the skill and following of the proprie- 
tor. When he dies, the business loses 
all its value. You can show him how to 
underwrite the value that the business 
should have by selecting employees to 
succeed him. As future managers, they 
rate more pay — some of the additional 
pay can go into carrying insurance on 
the proprietor’s life, which will create 
a fund to give value to a business asset 
otherwise of dubious value. There are 
thousands of opportunities to convert 
one man businesses into institutions, 
with beneficial results to the proprietor, 
his family, his employees and the com- 
munity at large. 


TEEGATE atane 


Portion, Securities Division 


trust affairs of any size. 


TRUST DEPARTMENT 
Largest Trust Business in the West 


We take pride in our ability to provide 
staff, facilities, vaults, quarters and equip- 
ment capable of handling estate and 


Business Purpose and 102 


The Emaloid case* is a reaffirmation 
of the advice: If the corporation owns 
or must buy the insurance, don’t marry 
the insurance with any stock retirement 
agreement. Insurance on the lives of 
officer-stockholders justifies itself on a 
straight investment basis — it’s prudent 
protection against loss of earning power 
and prudent use of corporate funds — 
i’s a recognized business purpose to 
cushion the impact of a loss of talent, 
experience and energy. 


The retirement of corporate stock is 
another thing. There is definite business 
purpose in making it possible for a 
corporation to protect itself against the 
depressing effect on the value of a stock 
of an estate tax lien and forced sale; or 
to protect itself against having the sec- 
ond husband of a principal’s widow as 
a stockholder. But I am not at all sure 
that the Treasury or the courts would 
go along with that view. It can be argued 
that those purposes are primarily per- 
sonal to the stockholders, rather than 
directly pertinent to the business insti- 
tution. 


(Continued on page 850) 





*See Aug. 1950 TRUSTS AND ESTATES 548. 
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ARE the TIMES out of JOINT? 


CHALLENGE TO INDIVIDUAL AND PROPERTY FREEDOMS 


Vice President, The First National Bank of Chicago 


AS there ever been a time when the 

times were not out of joint, and 
will there ever be a day when no one 
will say: “This time is bad?” “Pie in 
the sky” is for the credulous and de- 
luded, not for the realist. 

Each of us sees the world with limited 
vision. Churchmen emphasize the need 
of a revived spirituality; labor stresses 
our economic maladjustments and looks 
for a panacea in higher wages, forget- 
ting sometimes that when these increase 
prices the apparent gains in the pay 
envelope may be cancelled out by the 
cost of living. Farmers want protection 
against the disasters of nature; lawyers 
deplore the failure of law enforcement 
and the uneven distribution of justice; 
doctors are fearful of regimentation in 
socialized medicine; educators lament 
our failure to learn‘how to live, while 
businessmen struggle to make a living. 

Statesmen seek a formula for peace. 
Politicians, with eyes on a nearer goal, 
encourage people to think that they are 
victims of circumstance without any per- 


sonal responsibility. Sometimes our 
efforts seem as disjointed as the times. 
16th Amendment Threat 


My own unorthodox view is that our 
greatest danger was risked in 1913 when 
we adopted the 16th Amendment. That 
opened the flood gates. Utilizing that 
instrument it is now possible for an 
unscrupulous man, in quest of power, 
to dominate the United States. That 
power, if abused, could mean the death 
of Liberty in this country. It has al- 
ready led to severe limitations of our 
freedom. A few more turns of the screw 
and we will be in the same fix as Eng- 
land, where the State tells a man what 
he can do, where he can work, when 
and what he can build, if he can be a 
farmer and what and how much he can 
grow. 


Karl Marx, in 1848, incorporated in 
the Communist Manifesto a demand for 
stiff, progressive, graduated income 


From address before Mid-Continent Trust Con- 
ference, St. Louis, Nov. 9, 1950. 
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MUST BE MET 


THOMAS H. BEACOM 


taxes and confiscation of inheritances. 
The fallacy and danger inherent in this 
type of taxation was emphasized by 
Prof. David Wright of the University 
of Virginia, in his “Democracy and 
Progress”: 


“Liberals, particularly in this country, 


have advocated high progressive income 
taxes with the largely unconscious, or 


unexpressed mental assumption that this 
is the way to get a nation of many middle- 
sized independent and many 
middle-class independent people. But this 
assumption does not automatically fulfill 
itself. We may well get instead a nation 
whose economic life is carried on by the 
state, or by a few corporations owned or 
controlled by the state; and a population 
not of independent middle-class owners, 
but dependent clerks and government em- 
ployees.” 


businesses 


Favors Revision 

My preference would be for a clean 
sweep, a radical revision, through a con- 
stitutional Congress of competent fiscal 
experts assembled to re-write our tax 


laws and re-apportion tax prerogatives. 


Suppose they re-considered, for ex- 
ample, the principle that taxes should 
be levied on the basis of ability to pay. 
This slogan has popular appeal. But the 
theory is not easy to apply in practice. 
Consider, for example, just these three 
minor observations: 


First, while taxes are now in theory 
levied in accordance with that principle, 
it is Congress in practice which decides 
how much a man is able to pay. A 
member of Congress, for example, is 
not able to pay the same tax on the 
same money as an ordinary salaried 
man, so he votes himself a tax-free ex- 
pense account. 


Second, a married man is not in 
theory able to pay as much tax as a 
single man, unless, of course, they hap- 
pen to be buying Ford Cars. In that 
case each would have to pay about $800 
in taxes, which is more than the car 
itself cost a few years ago. But those 
are excise taxes. Income tax is different. 
In 1939, when it cost to live less than 
half what it costs today, Congress gave 


a married man with two children an 
exemption of $3,300 and a single man 
an exemption of $1,000. When the ex- 
emptions were lowered over the course 
of the next five years more people had 
to pay taxes and therefore more people 
protested, so the exemptions were again 
slightly raised for everybody by 1949, 
In that year a single man earning $5,100 
was deemed the equal of a married 
with earning 
$6,300. In other words, Congress said 
a $1,200 differential measured the dif- 
ference in ability to pay. Even if equit- 


couple one dependent 


able exemptions are determined and left 
unchanged the decisions made about 
them can never be anything but arbi- 
trary. 


Under the old principie of assessing 


taxes for revenue only, government 
made some effort to gauge its proper 
needs and to collect on a_ basis of 


equality among the taxpayers. Now the 
temptation is great to determine “what 
the traffic will bear” and then to levy 
taxes for the purpose of providing not 
merely for the general security of the 
nation but for the economic security of 
the individuals who comprise the nation. 


A very inconspicuous, naturalized citi- 
zen, a maintenance man, has asked if it 
would not be wise for the states to re- 
claim their power of taxation; to leave 
to the federal government only the right 
to tax for the national defense and to 
have grants in aid of welfare projects 
flow from the States to the Federal 
Government, reversing the trend that 
today is centralizing power in Wash- 
ington. This would be a major change 
of concept and direction. 


Four Assurances Needed 


It is a sad commentary on the sense 


armament to destroy first Europe and 
now Korea, and then turn around and 
spend as much again to re-build what 
we and others have destroyed. Like you, 
I am willing to pay my full share of 
what must be spent to save our way of 
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life. In return, however, I think we are 
entitled to assurances from our govern- 
ment that — 

(1) We will not squander our re- 
sources by undertaking more than we 
can accomplish; 

(2) We will suspend some of the ob- 
jectives of the welfare state and let 
new subsidies and new dams in the 
West wait; 

(3) We will hold down the public 
debt and pay for our urgent needs as 
we go along; 

(4) When these days are past we will 
not follow Great Britain by nationaliz- 
ing industry in this country. 

Most experts of public finance have 
thought that no nation could long en- 
dure and be long prosperous with taxes 
taking as much as 25% of the national 
income. Like many other judgments of 
professed experts, these estimates may 
be subject to revision. We can all re- 
member when it was said that a 75 
billion dollar public debt would wreck 
the United States. Nevertheless, it must 
be obvious that self-restraint on the part 
of taxing authorities is a great need. If 
Congress kills the goose that has laid 
our golden eggs the socialists and state 
planners will take over. 

We still have a free choice before us. 
Admiral Morel, head of Jones & Laugh- 
lin Steel Co., has contrasted the present 
lot of the American Indian and _ the 
emancipated slaves. “Whatever the pre- 
reservation Indian was, and his faults 
were real, he was able to take care of 
himself and had a character becoming 
to his culture and religion. He was a 
responsible person. Today the wretched 
security he has had, beginning with the 
food and clothing dole of early years 
designed to enforce the reservation sys- 
tem and destroy Indian resistance, has 
sapped him of character.” 

Compare these wards of our govern- 
ment with another minority in our pop- 
ulation who have yet a long way to go 
to achieve their full promise as Ameri- 
can citizens but who are unmistakably 
on the way — the black Americans of 
our country. In Mississippi, the State 
Constitution made masters provide 
slaves with adequate housing, food, 
medical care and old age benefits. It 


j also denied the Legislature any power 


to emancipate slaves except when “the 
slave shall have rendered the State some 
distinguished service.” In other words, 
the highest honor that Mississippi could 
offer a man for distinguished service 


' Was personal responsibility for his own 


welfare. In one word, the reward was 
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“I don't want to learn to save! | want 
to learn the art of deficit spending!” 


Copyright 1950—Cartoons-of-the-Month 





freedom. “What higher honor can any 
government offer?” 


Until recent years, the concept of 
private property was not widely nor 
seriously challenged. We could dis- 
charge our responsibility by seeking 
safety for capital and by conserving the 
things entrusted to us. Today, the very 
existence of private property is chal- 
lenged. The concept of public owner- 
ship of all facilities of production has 
captured the imagination of all the 
“have-not” people of the world. 


The Supreme Challenge 


Arnold Toynbee, the British historian, 
says that the pressure of outside chal- 
lenge produces a civilization’s strongest 
response. If that be true, it is important 
that our strength and vigor be not di- 
minished because we are living in a 
world where the two mutually exclusive 
and antagonistic forces, represented by 
communal ownership and private own- 
ership, seem destined to clash. We have 
long since learned that we are not mem- 
bers of a debating society discussing 
ideas and ideals. We are part of a 
civilian army. We cannot know what 
they will do but we can, as Toynbee 
says, make our own faith clear in our 
behavior. Ours has been a land of 
opportunity. We have had a climate 
favorable to the development of great 
talent. We have, by individual enter- 
prise, created an abundance that is the 
envy and the hope of the world. These 
achievements have been ours under the 
most radical and the only really revolu- 
tionary political concept that has had 
trial on this earth. In our Republic it 
was declared to self-evident that 
man has certain inalienable rights — 
rights with which he was endowed by a 
Creator — rights of life and liberty 
that cannot be usurped by any govern- 
ment. Indeed, it was to secure these 


be 


rights that governments were instituted. 
In our belief, these governments derive 
their just powers only from the consent 
of the governed. 


We have allowed ourselves to be dis- 
tracted by ward politics. We have still 
time to redeem for posterity those rights 
of free men that, little by little, we have 
been trading away for promises of an 
elusive security. These times differ not 
a bit from the days of 1830 when Ma- 
cauley was alarmed about “A war com- 
pared with which all other wars sink 
into insignificance; a taxation such as 
the most heavily taxed people of former 
times could not have conceived; a debt 
larger than all the other public debts 
that ever existed in the world added 
together.” 


Nor, in essentials, are these times 
worse than those in 1757 when Frank- 
lin was saying, in the name of Poor 
Richard, “Pray, Father Abraham, what 
think you of the times? Won’t the 
heavy taxes quite ruin the country?” 
Franklin, though he was at the time 
called “a voice crying alone,” was not 
dismayed or without faith. Our dangers 
today are real and not to be dismissed 
as figments of the imagination. But we 
can win the ultimate victory. 


As Henry L. Stimson, in his last 
testament to his fellow citizens, dramati- 
cally declared; “Neither a man nor a 
nation can live in the past. In the last 
forty years the peoples and nations of 
the world have made many terrible mis- 
takes. But men are also good and great, 
kind and wise. We have been late in 
meeting danger, but not too late. We 
have been wrong but not basicly wicked. 
. . . Let the generations who must bear 
the active part in the work ahead... .. 
charge us with our failures and do 
better in their turn. But let them not 
turn aside from what they have to do, 
nor think that criticism excuses inac- 
tion... 

& &-B 


Half Aged 65 and Over 
Live On Earnings, Savings 


Though the exact number is not pre- 
cisely known, it is estimated that at 
least half of the people 65 or over have 
incomes which they themselves have 
earned either by still continuing to work, 
in self employment, or from accumulated 
savings such as life insurance or invest- 
ments, according to the Institute of Life 
Insurance. About 25% of the 65-and- 
over group are now drawing pensions 
under one of the various government 
programs, state, local and Federal. 
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INDUSTRIAL APPROACH TO INVESTMENTS 


RECOGNIZING BASIC TRENDS IN MAJOR INDUSTRIES 


WILLIAM H. WINFIELD 


Assistant to the Presdent and Director of Economic Research, 


HE larger a company grows, the 

greater the conservatism and the 
greater the resistance to change. This 
inherent conservatism may also be 
found in trust companies. But industrial 
management and trust management must 
recognize patterns of change and pre- 
pare for them. I think I can discern two 
basic trends which may affect the in- 
vestment aspects of trust operations. 


The fact that a company is losing 
money may no longer be a good enough 
reason for shutting down certain inefh- 
cient operations — employment must be 
maintained. The government steps in 
with financial aid. The Waltham Watch 
Company is a recent example. At first 
glance this governmental interest seems 
to give added security, but such an as- 
sumption may turn out to be a booby 
trap. 


The extent of public interest may 
lend security to employees, but it does 
not to investors. The only security lies 
in the continuing profitability of a com- 
pany, and my premise is that a prime 
factor in the profitability is the secular 
trends in the industry. American indus- 
try has always been able to make profits 
when it has had a growing volume. 
Long-term trends should not be forgot- 
ten as we shift into tax-sheltered stocks. 


The second basic trend is well-known 
to all of you — namely, the increasing 
competition from insurance companies 
for prime investments. Not only does 
recent legislation allow them to compete 
for blue chip equities, but their very size 
and influence may well reduce the fu- 
ture supply of attractive investments. 
As an example, on July 7 of this year 
our company issued $15 million of 
Preference C stock at a $3.85 dividend 
rate. This was not a public offering, 
entailing a long and expensive registra- 
tion with the S.E.C. The entire issue 
was taken by 17 institutional investors. 
In the future it appears likely that in- 
surance companies will take more of the 
cream of new investments, making the 


From address before Mid-Continent Trust Con- 
ference, St. Louis, Nov. 10, 1950. 
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Monsanto Chemical Company, St. Louis 


U. S. Consumption of Energy 
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trust officer’s job more difficult. 

Your problem will be to pick the 
blue chips before they become too blue. 
To do this you will need long-range 
economic research as well as excellent 
security analysis. 


Industrial Approach 


An industrial approach to capital in- 
vestment is simply recognizing basic 


trends after they have become apparent, 
but before they have become obvious. 
We have to get in fairly early in the 
long-term growth cycle to have a profit- 
able investment. We don’t want to get 
our new plant completed on the verge 
of a business slump. Here again secular 
trends help. The demand for mature 
products is dominated by the business 
cycle. The demand for growing prod- 
ucts is dominated by the long-term trend, 
A downturn in business may only slow 
up the growth rate. Oddly enough, long- 
term trends can be predicted with more 


accuracy than the short-term business 
cycle. 
Investment men are continually re- 


searching to find growth industries as 
well as growth companies. But let us 
take a look at three industries whose 
securities have never been very highly 
regarded by conservative investors. 


The textile industry has been a vola- 
tile one, but some significant trends 
have been apparent for years. During 
the past 30 years textile fibre consump- 
tion in the United States has grown 
from 3.18 billion pounds in 1920 to 
6.35 billion pounds in 1949. Part of this 
is due to population increase, but an- 
other important factor is greater per 





INDEX OF BASIC DEMAND AND PAPER AND BOARD PRODUCTION 
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capita consumption. When a man work- 
ed 12 hours a day, six days a week, 
he needed only work clothes and a Sun- 
day suit. With the 40-hour week and 
increased leisure, Americans have 
bought more and more clothes. 


We estimate that this trend will con- 
tinue and textile fibre consumption will 
increase by one-half billion pounds dur- 
ing the next five years. Based on long- 
term secular trends, | would place my 
bets on synthetic fibres, rayon, nylon, 
and the new wool-like acrylic fibres. 


Until 
felt that the paper industry volume was 


recently investors apparently 
due solely to a post-war boom. Actually, 
we find a strong secular upswing. Per 
capita consumption of paper was 100 
pounds in 1912 and is now over 350 
pounds per year. 


products. It is possible that develop- 
ments in the future may be more rapid 
than in the past because of the acceler- 
ated growth of industrial research. 


Within recent years research has play- 
ed an increasing role in other industries. 
These research efforts will bring about 
important changes in industrial plants 
and processes. 


Will the combination of long-term 
research and excellent security analysis 
insure profitable investments? We might 
find ourselves in the position of the 
ardent bridge player who woke from a 
terrible nightmare and told his wife: “I 
that | was on the train and 
picked up a bridge game with some 
strangers. After we had played a while 
1 drew a perfectly beautiful hand. We 
started bidding, and I finally got up to 


dreamed 





World consumption of rubber is esti- 


mated at about 2.0 million long tons 
in 1950 and 2.6 million long tons by 
1960. The supply of rubber. 
even under favorable conditions, is not 


natural 


adequate. We are convinced that rubber 
consumption will continue to grow and 
that there will be a substantial increase 
in the rubber 
whether or not we are involved in a war. 


demand for synthetic 


What of the Future? 


| believe that industry can expect to 
continue to grow at the past rate. People 
are markets, and more than 17 million 
consumers have been added in the last 
decade. During the next ten years it is 
estimated that our population will in- 
crease another 16,700,000. 


Because our standard of living is 
much higher than that needed for mere 
existence, a majority of the population 

_is at liberty to set up or defer some part 


| of its expenditures. This brings about 


periodic booms and depressions; how- 
ever, one of the most amazing facts in 
America’s 


has been 


| capacity to consume more and more 
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seven no-trump. The man on my left 
doubled and I redoubled. Then — what 
did that son-of-a gun do but lay down 
thirteen cards of a brand-new green suit 
I'd never seen before!” 

In spite of all our research and analy- 
sis. we still have to watch out that some- 
one doesn’t lay down thirteen cards of 
a brand-new suit. But viewed in long- 
term perspective, the American indus- 
trial picture looks favorable. Even the 
stock market looks different in long- 
range perspective. Not every segment 
of the economy will grow, but a great 
many will. An important part of indus- 
try’s and the investor’s job will be to 
recognize basic trends after they have 
become apparent but before they have 
become Investing could be 
picking up blue chips before they be- 
come really blue. 

A A A 


Shareholders Get 
Cost-of-Living Raise 
Directors of the Citizens & Southern 
National Bank, Atlanta, voted last month 
to pay shareholders an extra 25 cent 
“cost of living” dividend. 


obvious. 
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Close Corporation Stock 


Redemption for Death Taxes 


T is now the law, by virtue of the 

Revenue Act of 1950, that the execu- 
tor of an estate is permitted, when more 
than fifty per cent of the net taxable 
estate is comprised of stock in a corpo- 
ration, to sell enough of that stock to 
the corporation to meet the estate and 
succession taxes without running the 
risk that the proceeds will be classified 
as a dividend and taxed as such.’ Hereto- 
fore, except in those instances where all 
the particular stockholder’s shares were 
sold to the corporation, the distribution 
by the corporation to the stockholder or 
his estate risked being treated by the 
Commissioner as a dividend, taxable as 
ordinary income. 


The Senate Finance Committee point- 
ed out in its report of August 22, 1950, 
that the reason for the adoption of the 
new provision is to prevent “the absorp- 
tion of a family enterprise by larger 
competitors thus tending to accentuate 
the degree of concentration of industry 
in this country.” It was indicated that 
although the Code permitted the Com- 
missioner to extend the time for pay- 
ment of the estate tax in cases of undue 
hardship for a period not in excess of 
ten years, executors did not feel secure 
in relying upon that solution. Moreover, 
an interest rate of four per cent was im- 


1Section 115(g). Redemption of Stock. (1) In 
General. If a corporation cancels or redeems its 
stock (whether or not such stock was issued as a 
stock dividend) at such time and in such manser 
as to make the distribution and cancellation or re- 
demption in whole or in part essentially equivalent 
to the distribution of a taxable dividend, the 
mount so distributed in redemption or cancella- 
tion of the stock, to the extent that it represents a 
distribution of earnings or profits accumulated 
stock dividend) at such time and in such manner 
after February 28, 1913, shall be treated as a tax- 
able dividend. 

(3) Redemption of Stock to Pay Death Taxes. 
The provisions of this subsection shall not apply to 
such part of any amount so distributed with re- 
spect to stock the value of which is included in 
determining the value of the gross estate of a dece- 
dent in accordance with section 811, as is distrib- 
uted after such decedent’s death and within the 
period of limitations for the assessment of estate 
tax provided in section 874(a) (determined with- 
out the application of Section 875) or within 
ninety days after the expiration of such period, 
and as is not in excess of the estate, inheritance, 
legacy, and succession taxes (including any inter- 
est collected as a part of such taxes) imposed be- 
cause of such decedent’s death: Provided, that the 
value of the stock in such corporation for estate 
tax purposes comprises more than 50 per centum 
of the value of the net estate of such decedent. 
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RUDOLPH O. SCHWARTZ, Esq. 


Manitowoc, Wisconsin 


posed on the payment of the tax when 
postponed. It was also remarked that 
the earnings of the business which were 
paid over to the estate were subject to 
the corporate and individual income 
taxes, the net return in most instances 
being insufficient to meet the required 
estate tax payments. 


The other pre-existing remedy was 
the provision in the regulations that if 
all of the particular stock held by the 
estate was sold, the payment would not 
be regarded as a taxable dividend. This, 
of course, meant the family’s complete 
retirement from the corporation. 


The rule that the stock must com- 
prise more than fifty per cent of the 
net estate of the decedent will be an 
important factor and, although it is an 
arbitrary figure, it is assumed that the 
Commissioner will permit no deviations 
therefrom. The House Bill contained a 
provision that the stock must comprise 
at least seventy per cent of the net value 
of the estate. The Senate Committee felt 
that this was unduly restrictive and the 
figure was finally compromised at fifty 
per cent. It is assumed that the term 
“net estate” signifies the difference be- 
tween the total value of the gross estate 
and the total amount of the authorized 
deductions under Section 812, being (a) 
the exemption, (b) expenses, losses, in- 
debtedness and taxes, (c) property pre- 
viously taxed, (d) transfers for public, 
charitable and religious uses, and (e) 
marital deduction property. It should be 
pointed out here that the amount reason- 
ably required to be expended for sup- 
port of those dependent upon the dece- 
dent during the period of the settlement 
of the estate is no longer an authorized 
deduction under the 1950 Act. 


Limitations of State Law 


Twelve states have placed certain 
limitations upon the right of a corpo- 
ration to purchase its own stock.* In 
addition, nearly all states follow the 
rule that a corporation does not possess 


2Volume 6A Fletcher Cyclopedia Corporations, 
paragraph 2852. 


the power to purchase its own stock if 
the purchase is injurious or prejudicial 
to existing creditors and tends to defeat 
their claims against the corporation.* In 
both of these circumstances, therefore, 
the new exception to Section 115(g) 
created by the 1950 Revenue Act will 
be of no assistance to executors unless 
the state legislatures adopt laws permit- 
ting the purchase as an exception to the 
prevailing rule. 


In Topken, Loring & Schwartz, Inc. 
v. Schwartz, 249 N.Y. 206, 163 N.E. 735, 
the court found that the corporation’s 
agreement to purchase its own stock 
upon the stockholder’s retirement was 
unenforceable as not mutually binding 
because a New York statute makes it a 
misdeameanor for a director to author- 
ize such purchase except out of surplus.* 
It could not be determined whether the 
corporation would have a surplus at the 
future indefinite retirement date. This 
case would not prevent the corporation, 
apart from a previous agreement. from 
making the purchase after decedent’s 
death if at the time of the purchase 
there were a sufficient surplus out of 
which it could be made without prejudic- 
ing the creditors of the corporation. 
However, the exact situation of the cor- 
poration at the time of the sale will, 
in nearly all states, determine the ques- 
tion as to whether or not such sale can 
be made without violating the law. 


Practical Application 


In the practical application of the 
new rule, the family of the deceased and 
the executor will have to consider the 
following factors: 


1. Will a sale of the stock to the cor- 
poration result in changing a majority 
interest to a minority interest? For ex- 


ample, suppose the testator owned fifty- | 


three shares of the stock with the bal- 
ance of forty-seven shares owned by 
members of another family. If more 
than six shares of testator’s stock is re- 


3Id. paragraph 2854. 
*Penal Law Section 664(5). 
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deemed by the corporation, control will 
pass to the other family. 


2. Although the stock in testator’s 
estate may be valued at a figure that 
represents more than fifty per cent of 
his net estate, such stock may neverthe- 
less represent a minority interest in the 
corporation. In this case, the corpora- 
tion may decide not to purchase any 
stock from the estate of the deceased 
stockholder, with the result that the law 
will be of no assistance whatsoever. 


3. The law is silent as to the situa- 
tion if the proceeds of the sale exceed 
the amount of the taxes.° This may pro- 
duce a more vulnerable condition than 
existed before. Prior to the addition of 
this section of the law, taxability re- 
quired proof that the corporation re- 
deemed its stock at such time and in 
such manner as to make the distribution 
and cancellation or redemption in whole 
or in part essentially equivalent to the 
distribution of a dividend. Does silence 
on the part of Congress in the new pro- 
vision mean that payments in excess of 
the amount required to pay taxes will 
automatically be considered taxable divi- 
dends, or will proof still be required that 
such excess is essentially equivalent to 
the distribution of a taxable dividend? 
Although the status of the law prior to 
the new addition was not clear, it prob- 
ably was picferable to the present situa- 
tion. Three cases point out the status 
of the old law: 


(a) Redemption in 1931 of part of 
the stock of a corporation (organized 
in 1925 to conserve a decedent’s estate) 
was held not the equivalent of a divi- 
dend, though the corporation had a 
large surplus but had never paid a divi- 
dend since its organization because the 
corporation was awaiting apportionment 
of the surplus between principal and 
income by the Orphans’ Court of Phila- 
delphia.® 


(b) A sale of 500 shares of Class B 
non-voting stock, owned by a decedent’s 
estate, was authorized by order of the 
Probate Court. The issuing corporation 
acquired the stock and held it as treas- 
ury stock. The entire outstanding stock 
was owned by decedent’s estate, a trust 
estate created by decedent before his 
death, and by the widow of the decedent. 
The Court held that there was no indica- 
tion of any effort, plan or scheme to 
distribute corporate earnings in such 
manner that their distribution would be 





"See Foosaner, “The New Tax Law,” Oct. 1950 
TRUSTS AND ESTATES 641. 


°Girard Trust Co., Woods Estate, 32 BTA 926 
(Nonacq.) 
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freed from tax as ordinary dividends.* 


(c) Where decedent’s executor parti- 
cipated in a reorganization resulting in a 
distribution of cash in recapitalization, 
the distribution was held to be a taxable 
dividend.* 


On the basis of these cases, it is ex- 
tremely doubtful if the executor ever 
ran any considerable income tax risk in 
selling decedent’s stock to the issuing 
corporation in order to secure sufficient 
funds to pay death taxes. It is also 
doubtful if much risk was involved if he 
sold enough so that he could pay dece- 
dent’s debts. Now, however, under the 
new law, he risks the possibility that 
such excess redemption may be auto- 
matically so classified. He also takes 
such risk if the stock value in such cor- 
poration for estate tax purposes does 
not exceed fifty per cent of the net estate. 


4. If the sale will result in draining 
ready reserves and cash from the corpo- 
ration, additional economic problems 
for the corporation may result. Consid- 
ering inflationary trends and the de- 
pendency of decedent’s heirs on income 
to be derived from the corporation. the 





7Foster, 3 TCM 249. 


5Comm. v. Bedford’s Estate, 65 S. Ct. 1157, 325 
U. S. 283. 


results may be serious. Adequate protec- 
tion through life insurance will serve as 
an answer to this proposition. The cor- 
poration should own the policies and 
should be the beneficiary. At time of 
death, it will then be in a position to 
make the purchase without hampering 
its activities. It must be kept in mind, 
however, that the insurance proceeds, at 
face, will be considered as an asset of 
the corporation when the stock is ap- 
praised in decedent’s estate:® 


Section 102 


The new provision of Section 115(g) 
should have a material effect upon Sec- 
tion 102 which embodies the rule against 
unreasonable accumulations of earnings 
by the corporation for the purpose of 
preventing the imposition of surtax on 
the stockholders. The close corporation 
now has an additional argument for ac- 
cumulating earnings since it will be in 
a position to say it is accumulating them 
for the purpose of placing itself in a 
position to purchase from any of its 
stockholders a sufficient amount of stock 
to enable the estate to pay estate and 
succession taxes. 


“Estate of W. A. Blair, 4 BTA 959. Also A. S. 


Kennedy et al., Exrs. (Estate of D. J. Kennedy), 
4 BTA 330 (Aca.) 





PROFIT - SHARING 
RETIREMENT PLANS 
ARE Different 


Are you aware of the fundamental differences between 
Pension plans and Profit-Sharing retiremeni plans? 


Why the P.S.R. plans appeal to conservative manage- 
ment from the corporation’s standpoint .... ? 


Why they appeal to managers from their stand- 


point.... ? 


Why they appeal to shareholders .... ? 


A terse summary of Profit-Sharing Retirement Plans (five 
minutes reading time) is available in our new booklet 
— and our “Standard Plan” shows how they can be set up 
with a minimum of difficulty. Both are yours for the asking. 
Just write, mentioning “Trusts and Estates”, requesting 


booklet and plan, to 


DISTRIBUTORS GROUP, Ine. 


63 Wall Street 
New York 5, N. Y. 
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KNOW COSTS TO MAKE PROFITS 


WILLIAM J. WEIG 


Second Vice President, Guaranty Trust Company of New York 


RUST cost accounting has just be- 
pee of age. Twenty-one years ago 
when the Trust Division activated the 
Committee on Costs and Charges only 
2 or 3 departments in the country at- 
tempted to determine their costs. 


In 1930 a proposed cost accounting 
system was applied to departments along 
the Atlantic Coast and in 1932 the first 
report of the committee was published. 
But the depression practically stopped 
all progress until 1937 when cost studies 
supervised by certified public account- 
ants were made in Baltimore, Pennsyl- 
vania and New York. All surveys indi- 
cated trust services as a whole were be- 
ing operated at a lose or at very small 
profits, and that upward revision of 
charges was necessary. Then came the 
war with government control of wages 
and the desire of many to keep fees at 
fixed rates. Some banks, which had in- 
stituted such systems discontinued them 
“to save manpower.” This was a mis- 
take because it interrupted the continuity 
of cost statements which cannot be re- 
built. 


At the end of the war in banks and 
particularly 
came necessary to meet this competition 
in the salary scale. Yet many cherish 
the tradition that fees for trust services 
should not fluctuate with the rise or fall 
in cost of doing business, with the result 
that many trust departments are opera- 
ling at substantial losses, unsuspected by 
trust officers and bank managers who do 
not have available the results of a good 
cost accounting system. 


With 
creasing, grantors and beneficiaries have 
inquired of the trustees how earnings 
could be increased and the natural con- 
clusion in most instances was the selec- 
tion of equity securities. There is no 
doubt that stocks as a class are very 
much more expensive to service than 
investments in bonds. Whereas funded 
indebtedness of class A corporations can 
be held with little servicing, the stocks 
of those very same corporations require 
frequent reviewing. The common trust 
fund is only part of the solution. Esti- 
mates by some persons that large sav- 
ings are possible by the use of the com- 


trust departments, it be- 


income in trust accounts de- 


From address before the Mid-Continent Trust 
Conference, St. Louis., Nov. 9, 1950. 


mon trust fund have as yet not been 
proved. 


The Wage and Hour Law, which pro- 
and overtime 
payments for hours worked over 40 a 
week, has had a tremendous effect in the 
cost of operating banks. If we remain in 
an inflationary condition for many years 
to come, we must determine where and 
how our costs are increasing the most 
take steps. A 
change in organization or mechanization 


vides for minimum pay 


so we may corrective 
oftentimes is a partial answer to our 
problem of rising costs with diminish- 
ing profits, but increased charges must 
also be a remedy. We cannot sit idly 
by and ignore the economic pressure 
on our employees in the face of rising 
wages and salaries in companies having 
labor unions and rising costs of living. 
Two new costs added during the last 
decade are the social security and un- 
employment insurance taxes, and other 
employee welfare schemes are costing 
considerable sums. 


In some instances moderate increases 
in charges have been allowed on Per- 
sonal Trust accounts. Individual banks 
have adjusted their fees upward, but 
in many instances not sufficiently to 
overcome the rise in costs, while many 
banks hesitant to 
trust fees because of competition. Many 
say that the trust department of a bank 
is a quasi-public relationship but that 


have been increase 


does not mean that we must be a chari- 
table institution and not charge adequate 
fees for our work and responsibilities. 
After you have done everything possible 
to reduce the cost of operating, by me- 
chanization, increased production — of 
clerks, and the employment of better 
type personnel, then convert the aggre- 
gate cost of each service to unit costs. 
Each account should be analyzed, its 
costs determined and the rates of fees 
increased to produce a fair and reason- 
able margin of profit. 


A A A 


Florida Trust Earnings 


Florida trust departments reported to | 
the Banking Depariment gross earnings | 


of $136,586 for the year ending June 
30, 1950, roughly 4/5 of 1% of all 
bank earnings. 
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When the 


TRUST EXAMINER COMES 


ROBERT C. MASTERS 


Examiner, Board of Governors of the Federal Reserve System 


HE “chip on the shoulder” exami- 
i who approached his responsi- 
bilities with a “cops and robbers” atti- 
tude is, if not extinct, certainly discred- 
ited and rare. The banker or trustman 
occasionally piqued at the inquiries and 
techniques, has generally thrown off his 
initial opposition, in exchange for a 
sympathetic acceptance and, in many 
cases, enthusiastic support for present 
day trust examination philosophy. 

Before the bank holiday the 
examiner’s interest hardly went beyond 


trust 


the sealing up of securities and other 
assets held for trust department accounts 
and verification of those assets against 
The 
quite frequently 
ance that the fiduciary actually had pos- 
session of the trust property. | believe 


records. examiner's interest was 


satisfied upon assur- 


there are none who would not agree that 
this emphasis upon custody was a most 
incomplete and inadequate approach to 
the discharge of the responsibility of 
bank supervisors. 

It is from appreciation of the funda- 
mental differences of banking and trus- 
teeship, nature of the liabilities assumed 
that the pattern and purpose of trust 
examination has evolved. The commer- 
cial bank accepts a deposit liability, 
readily determinable in dollars. The fi- 
duciary accepts an obligation for faith- 
ful performance, variable in extent and 
limited by law or the terms of governing 
instruments. A trust examination is di- 
rected primarily to a review of per- 
formance and the results of administra- 
tive activities involved in a variety of 
fiduciary undertakings, and the condi- 
tion of the trust department is given 
consideration in its relation to and its 
effect upon the bank as a whole. 


The first attention, of 
course, is directed to of the 
trust property to effect the necessary 
proofs and make a verification of the 
property held for the accounts. Care- 
fully and thoughtfully done, the sum 
of observance of many details will give 


examiner's 
control 


From address before Mid-Continent Trust Con- 
ference, St. Louis, Nov. 9, 1950. 
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the examiner some answers needed in 
his final appraisal of operating and ad- 
ministrative activities, and often yield 
clues to matters or accounts seeming to 
require special investigation. 

The examiner wants to learn some- 
thing about the way your department is 
organized and whether the official and 
clerical personnel is adequate to the 
character and volume of business. He 
is interested in the methods and the 
effectiveness of application of group 
judgment including the composition 
and function of various committees and 
the effectiveness of methods by which 
directors discharge their responsibilities. 
He is concerned with seeing that rou- 
tine work of the department is handled 
as efficiently and promptly as the pecu- 
liarities of trust work frequently de- 
mand. Records, files, internal controls, 
and systems of audit are also of prime 
importance in sizing up efficiency and 
safeguards. He wants to convince him- 
self that the general quality of the ad- 


ministration provided compares favor- 
ably with generally accepted fiduciary 
standards, as set out in the admirable 
statement of principles adopted by the 
Trust Division. 

He will likely devote the largest share 
of his time to consideration of those 
phases of administration which are most 
likely to provide a possible basis for 
surcharge action in the event of some 
breach of duty. It is for this reason 
that he makes a careful review of de- 
cedents’ estates in process of settlement 
and terminated trusts as yet undistribu- 
ted to satisfy himself that the under- 
lying circumstances do not reflect any 
laxity or delay in closing. For the same 
reason he makes a review of uninvested 
principal cash balances and overdrafts 
or advances. He will investigate adher- 
ence to requirements to account to bene- 
ficiaries or courts, and will make a spe- 
cial review of delinquent accountings 
and those involving some objection by 
parties in interest with an eye to factors 
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The most valuable business shipment in the nation’s history was completed November 20 

when the Chemical Bank & Trust Co., New York, moved $5 billion from 165 Broadway to 

its office at 30 Broad St. Five months in planning, the move was under the guard of 200 

New York policemen and the bank’s guard force. Securities represented not only the bank’s 

own holdings but investments in its custodian, customers securities, personal trust and 
bond departments, these departments being included in the transfer. 
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involved which may possibly provide 
the basis for loss. 


For the same purpose, litigation, 
threatened or pending, will receive care- 
ful scrutiny. As the administration of 
investments is at the very heart and 
soul of fiduciary account administration, 
the examiner will carefully review not 
only the procedures established for the 
effective analysis and review of trust as- 
sets and the organization provided to 
handle all phases of investment admini- 
stration, but he will explore accounts 
which involve some limitation upon in- 
vestment authority to determine whether 
the various restrictions have been ob- 
served. He will naturally give careful 
attention to any evidence of self-dealing 
or inter-trust dealing and to acquired 
or created conflicts of interest; and he 
will wish to satisfy himself that all ap- 
propriate means have been employed 
either to eliminate such potential sources 
of trouble or to minimize the possibility 
of the development of losses. If your 
bank is administering corporate trust 
or corporate agency accounts, or if you 
have accepted pension or profit sharing 
trusts, or are operating a common trust 
fund, the adequacy of administrative 
practices in these fields and their con- 


formity with applicable law and regula- 
tion will receive attention. 

As the examiner is also concerned 
with the profitableness of your trust 
function and its capacity for growth, 
both in service and in earnings, he is 
naturally interested in the competitive 
situation, any local conditions or trends 
of a significant nature, and the methods 
adopted to develop new trust business. 
In this general connection, he is con- 
cerned with the policies which underly 
the acceptance of new business and the 
establishment of fees and charges for 
the services provided. 

All this leads to a conclusion with 
respect to the value of the trust depart- 
ment to the bank, whether it is provid- 
ing creditable service to beneficiaries 
and settlors, and whether administrative 
activities have had or may in the future 
have any important adverse effect upon 
the condition of the bank. 

The sampling processes commonly 
employed have had a sufficiently long 
trial period to iron out most of the 
wrinkles, improved as experience dic- 
tates the need, and have demonstrated 
a remarkable ability for pointing up 
the strengths and weaknesses of organ- 
ization, operations and administration. 








Your Responsibilities 





A guide for Trustees and Administrative officials 


You may obtain a free copy of 
this valuable booklet prepared 
by Insurance Company of 
North America. Trustees and 
Administrative officials of 
schools, colleges, universities, 
hospitals, churches, homes and 
similar educational or chari- 
table organizations will find it 
a great help in the review of 
their responsibilities. 


The booklet cites court 
decisions defining Trustee re- 





sponsibilities for the preserva- 
tion of properties, funds and 
assets. It explains the impor- 
tant role insurance plays in 
protecting you as you carry 
out your responsibilities, both 
legal and moral. 


For your copy of this book- 
let, see the local Agent of 
any one of the North Amer- 
ica Companies. If you do not 
know who he is, write us, and 
we'll be glad to introduce you. 


Insurance Company of 


North America 


Companies, Philadelphia 


Insurance Company of North America 
Indemnity Insurance Company of North America 
Philadelphia Fire and Marine Insurance Company 


In most trust departments, sampling of 
a wide variety of activities involved in 
account administration is the best ap- 
proach thus far found effective. The 
seasoned and mature examiner does 
not, in any manner, contemplate usurp- 
ing the normal functions of manage- 
ment, supervisory prerogatives of the 
courts or legislative authority nor is 
he clothed with the authority to dis- 
charge such a mission. The scope of 
trust examination is extremely flexible 
and subject to considerable variation, 
depending upon the circumstances of 
individual cases. The field trust exami- 
ner through intimate knowledge of the 
character and personality of individual 
trust 
factors which need special attention. 


institutions. is most conscious of 


Another determinant of scope is the 
adequacy of the system of internal safe- 
guards and the extent and efficiency of 
audits provided by management. Exam- 
ination by supervisory authorities does 
not provide an equivalent of or a sub- 
stitute for an effective program of audit. 
When the adopted audit program in- 
corporates review of one or more ad- 
ministrative activities on a basis accept- 
able to the examiner. his examination 
may be adjusted to take this into ac- 
count. 


No report form yet devised, nor its 
accompanying manuals or check lists, 
could encompass the multitude of pos- 
sible avenues open to the alert, informed 
examiner. Therefore, the printed por- 
tions of the report merely hit the high 
spots and are not intended as conclusive 
as to examination scope. A revision of 
the present report is now nearing com- 
pletion and its use is expected to be 
authorized in the next few months. 

The quality and effectiveness of trust 
department supervision must ultimately 
be equal only to the qualifications and 
capability of the field trust examiner, 
the accuracy of his findings and the 
good judgment he exercises in reaching 
his conclusions. He needs a_ practical 
knowledge of accounting and more than 
a nodding acquaintance with the law 
of trusts. 

The ideal examiner also has a sincere 
and active interest in each trust institu- 
tion which he regularly visits — an in- 
terest which goes beyond the develop- 
ment of the material needed for his re- 
port. He regards his participation in the 
examination as an opportunity to share 
his experience and knowledge, and 
thereby make a contribution toward the 
improvement in the standards and the 
quality of corporate trustee service. 
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Common Stocks in Trusts 


NEW RESPECTABILITY FOR EQUITIES 


S greater acceptance of equity in- 
_—, spreads in trustee think- 
ing, we are naturally concerned lest we 
become devotees of a new style or 
fashion. Throughout the 1940’s our 
thinking was perhaps unduly influenced 
by the experience of the 1930's. Has the 
past decade of virtually uninterrupted 
business boom given us a bias in the 
opposite direction? 

Why are we glad to invest a higher 
proportion of trust funds in common 
stocks now that they are selling at the 
highest prices in twenty years? 

The point is frequently made that in 
order to permit adequate diversification 
by industries and companies it is neces- 
sary to include common stocks. There 
can be no question of the statistical 
validity of this argument. Corporate debt 
is largely concentrated in the railroad 
and public utility fields. If one wishes 
to invest in the automobile, building 
materials, chemical, container, drug, 
food, non-ferrous metals, office equip- 
ment, and merchandising fields, — to 
mention only a few important industries, 

it is necessary to invest largely in 
common stocks. To illustrate, the New 
York Trust Investment Study Commit- 
tee found that a list of 82 representative 
companies of general interest having no 
publicly held debt provides a volume of 
equity securities substantially larger 
than the total volume of all long-term 
corporate bonds outstanding. 


But any trust fund can obtain ample 
diversification in bonds to satisfy any 
theoretical or practical concept of spread- 
ing risks. The power to tax which sup- 
ports the credit of our Federal Govern- 
ment is the broadest source of income 
in the country. 


Participation in Economic Growth 

Another familiar argument for larger 
stock holdings is that they provide a 
means of participating in the growth of 
the country. Indiscriminate adherence 





From address at 19th Mid-Continent Trust Con- 
ference. 
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to this notion must be one of the major 
contributors to unsatisfactory invest- 
ment experiences, leading the unwary 
into the belief that time will take care 
of any errors in judgment or selectivity. 
Unfortunately, the rate of expansion is 
highly erratic, forcing the investor to 
take a position on where we stand in 
the business cycle. 

The other factor is the uneven pace 
of development in different industries 
and companies, a surprisingly large 
number of which fade gradually into 
oblivion. Comparison of stock prices in 
September 1930 (when the Dow-Jones 
Industrial Average last fluctuated 
around 232) with current prices is elo- 
quent illustration. 


If one has the facilities for reasonably 
good selection and timing, his experi- 
ence can be satisfactory almost regard- 
less of the rate of general growth; if 
he lacks this equipment, investment 
obsolescence is likely to work too fast 
to give a respectable record. 


Protection of Purchasing Power 


At present I presume that no argu- 
ment for enlarging common stock hold- 
ings is more popular than the one which 
represents equities as a means of pro- 
tecting purchasing power or hedging 
against inflation. There is considerable 
basis for the belief that the trend of 
prices will continue upward, particularly 
if the wage-price spiral is continuously 
invigorated with “pattern” wage in- 
creases. The argument that the outlook 
is basically inflationary seems very con- 
vincing. The question, then, is the ex- 
tent to which common stocks provide 
protection. 


Obviously, they have a clear edge 
over fixed-income securities, provided 
the timing of purchases is reasonably 
good. It is exceedingly difficult to dem- 
onstrate statistically the amount of pro- 
tection which common stocks have pro- 
vided. Looking at a large group of com- 
mon stocks, such as the 416 stock index 
of Standard & Poor’s, it appears that 
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stock valuations have done reasonably 
well. At the present time this index, 
after adjustment for changes in living 
costs, is at about 92% of the 1935-1939 
average. In this sense, purchasing power 
has been substantially maintained, but 
I presume we would attribute a large 
portion of the rise in stock prices to the 
very substantial recovery in business 
activity and profits from a semi-depres- 
sion level to highly prosperous condi- 
tions. 


Dividend income from stocks is also 
difficult to measure. Using Moody’s fig- 
ures for 200 representative common 
stocks, adjusted for changes in living 
costs, it appears that a dividend level 
averaging $2.40 per share in 1929 
through 1931 shrank to a low of $1.22 
in 1933. By 1939 the figure had recov- 
ered to $1.49, and currently it would 
be about $2.10, or a decline in purchas- 
ing power of from twenty years ago. 
This reminds us that business conditions 
can be of greater importance than price 
changes, and that inflation tends to en- 
large corporate profits to a much greater 
extent than it enlarges ability to pay 


dividends. 


We should keep in mind the impact of 
inflationary pressures on costs as well 
as on selling prices, the familiar pheno- 
menon of high breakeven point with 
consequent volatility of profits. To illu- 
strate, the per cent of gross revenues of 
electric utility companies (after opera- 
ting expenses, depreciation, and taxes) 
was 32.7°% in 1939, but had shrunk to 
20.2% by 1949. The numbers of dol- 
lars available for the common stock in- 
creased during this decade, but the 
margin of profit or of safety showed 
this substantial contraction. Comparable 
cases can be found in manufacturing. 

The idea of increasing common stock 
commitments for the sole purpose of 
protecting purchasing power is, to me, 
unconvincing by itself; but may be an 
important secondary consideration, if, 
as in recent years, it is logical to buy 
stocks for other reasons and to have 
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this in mind simply as an added factor, 
In a recent discussion about various 
means of hedging against inflation one 
participant remarked that he had dis- 
covered the perfect solution: simply to 
keep his money working profitably all 
the time. This makes more sense than 
any number of theoretical studies. It 
suggests that whether or not inflationary 
tendencies appear to dominate the out- 
look, we should apply our best analytical 
approach rather than to let fear moti- 
vate our decisions and select invest- 
ments in a flight from something else. 


Perhaps I can balance the picture by 


rather enthusiastic support of a fourth 
argument, namely the rate of return dif- 
ferential in favor of equities as com- 
pared with bonds and real estate mort- 
gages. When good quality common 
stocks yield twice as much as high grade 
bonds, the argument will quite properly 
be advanced that purchase of the com- 
mon stocks must involve rather substan- 
tial risks. 

If there were a free flow of savings 
between all sections of the capital mar- 
kets, we might take this yield differential 
as a measure of the risk differential. 
However. changing saving habits and a 
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greatly altered distribution of incomes 
have succeeded in thoroughly distorting 
historical relationships between the rates 
of return provided by different types of 
securities. Individuals, particularly those 
in the lower and middle income groups, 
are now turning over to life insurance 
companies, mutual savings banks, and 
savings and loan associations more than 
$6 billion a year for investment, sub- 
stantially all for acquisition of fixed- 
income securities. As a consequence, we 
have witnessed an unprecedented nar- 
rowing of the spread between Govern- 
ment securities and the highest grade 
corporate bonds, and again between 
these and lesser quality bonds. Likewise, 
there has been keen competition for 
mortgage and real estate investments. 
By contrast, our 
structure has greatly reduced the funds 
of wealthy individuals available for in- 
vestment in common stocks. Except for 


progressive tax 


the vitality of the open-end investment 
trusts, there would be little net flow of 
funds into equity capital. Even here, 
the amounts are only in the $250 million 
a year range. The unrestricted individual 
investor or trustee has a choice before 
him. Should he compete with the tre- 
mendous buying power of the institu- 
tional investors in seeking bond invest- 
ments? Or should he turn to the market 
for stocks where these institutions have 
not as yet made their influence felt, and 
where the relative scarcity of buying 
better investment 


power will obtain 


values? 
Reasons for Wider Spreads 


This argument 
that current dividend rates are satisfac- 


reasonably assumes 
torily protected by conservatively esti- 
mated earning power. and that the 
greater part of current yields can be re- 
lied upon as reasonably stable in the 
stronger and better managed companies. 
This does not mean that stocks in gen- 
eral represent desirable purchases right 
up to the point where rising prices re- 
duce rates of return to the level pro- 
vided by high grade preferred stocks or 
even high grade bonds. There are good 
differential 
greater than shown historically. 


reasons for expecting a 
In the first place, we have the factor 
margins. Lower 
price-earnings ratios seem justified by 
the greater vulnerability of profits to a 
decline in volume. Similarly, a higher 
rate of return is justified from dividends 
provided from less stable earnings. 
Trustees should demand real induce- 
ments for expanding common. stock 
commitments since they face a number 


of narrowing profit 
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of unpredictable and complicating fac- 
tors. For example, what can we say 
about the extent of the defense program, 
the size and incidence of new tax legis- 
lation, the scope of priorities and allo- 
cations, restrictions on selling terms, 
availability of adequate labor supply, or 
the nature of direct intervention in capi- 
tal expenditure programs? The fact that 
common stocks will bear the full brunt 
of exposure to such possibilities is an- 
other reason why the differential in rate 
of return should favor the equity in- 
vestor. 


It is too easy to fall prey to waves of 
mass optimism and pessimism. We tend 
to overestimate the value of our judg- 
ment and to underestimate the import- 
ance of the analytical work necessary 
for good selection of individual securi- 
lies. Perhaps too, we have become ex- 
pert at convincing ourselves that our 
conclusions, once reached after great 
hesitation, become immutable when re- 
duced to writing. 


Fundamentaly, common stocks earn 
an important place in trust investment 
by paying a better rate of return over a 
period of years. It seems to me that 
their place can be stated in approximate- 
ly these terms: A trustee can reasonably 
invest a sizable portion of a fund in 
common stocks in order to provide a 
liberal current and prospective income, 
provided adequate care is taken in selec- 
tion and supervision. The capital so 
invested should be regarded as frozen 
and the stocks as the least liquid asset 
held since there is no way of determin- 
ing what they will bring at any future 
known or unknown date. The require- 
ments for liquidity and for stability of 
income in any individual account will 
stocks 


determine the extent to which 


may be employed. 


NYSE Sets Sales Volume 
Record for November 


November's volume §§ business on the 
New York Stock E@nange was _ the 
largest for any corres @nding month in 
‘than for Octo- 
rdays, sales ex- 










14 years, though sma 
ber. Excepting two S: 
ceeded the million shjj- mark in each 
session, and in nine gions went over 
two million with the}p reached No- 
vember 28 when 2,96@§}24 shares were 
traded. Total trading tf the month, ac- 
cording to an analys@ of the N. Y. 
Times, was 43,085,469 as compared with 
27,243,935 the year before, and 48,389,- 


513 the previous month. 
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Year-End Dividends 
Beat Last Year’s 


Though few corporations have paid 
out an unusually high percentage of net 
earnings, 1950 promises to be a good 
vear for stockholders, according to the 
The Exchange. While the dollar’s value 
is estimated at around 60 cents pre- 
war, stockholders are getting more dol- 
lars. With dividend payments in rela- 
tion to earnings subnormal in early post- 
war years, many expansion programs 
have now been completed thereby re- 
leasing more funds for stockholders. Of 





105 listed companies declaring special 
distributions by early November 84 in- 
creased payments over. 1949, 13 de- 
clared the same amount, and only eight 
made smaller payment, though in the 
latter case it does not necessarily mean 
that 1950’s total annual payments will 
be decreased. Several companies despite 
a lowered fourth quarter payment actu- 
ally made larger total dividend pay- 
ments for the year since their earlier 
quarters had been appreciably higher. 
The prospect is that the last quarter of 
1948, a decidedly prosperous year, will 
be surpassed this year. 
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| WITHOUT A PURPOSE... 


| NO PURPOSE WITHOUT 





objective. 


AL Plan 


In buying or selling securities, the institu- 

tional or individual investor must take into careful consid- 
eration two inseparable and interdependent factors: 

the specific investment objective to be accomplished 

. the investment plan best designed to attain that 


In these two considerations is summed up much of our 


action 


conservative investors. 
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philosophy as investment brokers and counselors. It is 
a philosophy readily translated into definite, tangible 
getting quickly and completely the essential 
facts concerning markets and securities; accurately ana- 


lyzing and interpreting these facts; acting upon them 
promptly in the best interests of our clients. 


Thus do we adapt plan to purpose—with the same sea- 
soned judgment and broad experience we offer to all 


| R. W. Pressprich & Co. 


201 Devonshire Street 
BOSTON 10 
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TOP INCOME GROUP GETS 
SMALLER SHARE 


HE shares of upper income groups 

in total income declined substanti- 
ally in the United States from 1939 to 
1944 or 1945, and by 1948 had recov- 
ered little, according to Dr. Simon Kuz- 
nets of the research staff of the National 
Bureau of Economic Research. 


The 1 percent of the population which 
is at the top of the income structure re- 
ceived 13 percent of total income before 
taxes in 1939 and only 9.5 percent in 
1945, Dr. Kuznets finds. This sharp de- 
cline in the inequality of income was 
not due to changes in income taxes. 


From 1939 to 1945 the share of the 5 
percent of the population at the top of 
the income structure dropped from 28 
to 19.5 percent, and with allowance for 
capital gains and taxes it declined from 
27 to 18 percent, the economist says. 

In an analysis of upper income shares 
during the interwar period 1919-38, Dr. 
Kuznets made two major findings: 


(1) The average income shares (ex- 
cluding capital gains and before taxes) 
of upper income groups were, for the 
top 1 percent of population, 15 percent 
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of countrywide income, and for the top 
5 percent of population, 30 percent of 
income. 


(2) The shares of upper income 
groups were largest in the countrywide 
aggregate of dividends. The top 1 per- 
cent of the population received on the 
average 65 percent of total dividends 
paid to individuals. The top 5 percent 
received 77 percent. Their shares were 
lowest in the countrywide total of wages 
and salaries, averaging 6.5 percent for 
the top 1 percent group and 17 percent 
for the top 5 percent group. 

For all population groups combined 
about two-thirds of total income comes 
from wages and salaries. Income from 
business proprietorship, including farm- 
ing, contributes about one-fifth, and 
property incomes (rent, dividends and 
interest) slightly less than one-sixth. 

Dr. Kuznets analyzes the movements 
of the shares of upper income groups 
during business cycles in the interwar 
period. Although the amount of income 
of the top 5 percent group rises in pros- 
perity and falls in depression, it tends to 


be more stable than that of the 95 per- 
cent that receive smaller incomes. Hence 
the percentage share of the top 15 per. 
cent group in total income tends to de- 
cline during business expansions and to 
rise during business contractions. 


Working with the available sample 
data, the economist studied how the per- 
centage of income saved by upper in- 
come groups varied from year to year. 
He shows that upper income units not 
only save a higher proportion of their 
incomes than the lower ones do, but do 
not change the proportion so greatly 
when incomes change. 

The factors that make for stability in 
the percentage of income saved at up- 
per income levels are the high rate of 
savings among upper income groups, 
which minimizes the effect of changes; 
the greater ability of upper income 
groups to curtail consumption propor- 
tionately to income during bad times; 
the greater sensitivity of upper income 
groups to fluctuations in asset values; 
and the shifts into and out of income 
groups, which affect most heavily those 
at the two extremes of the income dis- 
tribution, but which are minimized at 
the upper extreme by the fact that be- 
yond a certain income range, the rate of 
savings does not rise, or rises slowly. 
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Trust Booklets Spell Out 
Story in Simple Terms 


The increasing use of booklets and 
brochures to promote trust service is a 
barometer of their effectiveness. While 
they range from small single-fold leaflets 
to king-size, elaborate pieces of true 
business literature, they have in com- 
mon the aim of conveying to the public 
some understanding of the problems out 
of which the trust business grew. Re- 
promotion pieces in- 


cently received 


clude: 
“The Seven Ages of Mr. Anderson 
Bridge,” by Old Colony Trust Co., Bos- 
ton. This 614” x 834”, 8-page and cover 
booklet is printed in black and warm 
brown on off-white soft paper stock, and 
is illustrated by the well-known Gluyas 
Williams. Written with good humor, the 
story of the imaginary Mr. Bridge is 
traced from birth (“A lucky boy, too, 
thanks to the foresight of Grandmother 
Bridge. Her will wisely gave discretion 
to the Trustee to use part of the princi- 
pal for certain needs. ..”) through going 
off to school, getting married and draw- 
ing his will, growing business success, 
becoming chairman with Old Colony 
now acting as Corporate Trustee and 
Coupon Paying Agent, taking his ease 
in later life with “time off” from fret- 
ting investment cares, and finally “Old 
Man” Bridge telling the employees that 
the company is setting up an Employees’ 
Pension Plan with Old Colony as Trus- 
tee.” The booklet 
pany 's services. 


also lists the com- 

“Integrity,” by the Trust Department 
of The United States National Bank, 
Portland. This one-fold 6” x 9’, black 
and brick-red on grey carries three para- 
graphs pointing out that knowledge of 
statutes and rules of law are only part 
of the requirements of a lawyer, that 
he is also subjected to rigid character 
examination and is investigated to veri- 
fy his moral fitness to assume the re- 
sponsibilities of representing the inter- 
ests of others. 

A series prepared by the Marine Mid- 
land Group and available for use by 
each bank includes some notable leaflets, 
each of a size for enclosure in a #10 
envelope. A particularly interesting one 
carries a facsimile of a classified adver- 
tisement on the cover with the caption 
“Situation Wanted” in red. The offer is 
to act as “manager of your property for 
one year,” with “Salary expected: 82 
cents a day.” Inside, admitting that it 
“Sounds fantastic, doesn’t it?” the leaf- 
let gives executors commissions for 
estates ranging from $10,000 to $100,- 
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OLD COLONY, 
OF COURSE, WILL BE TRUSTEE 


From “The Seven Ages of Mr. Anderson 
Bridge.” 





000, with the approximate daily com- 
mission going from 82 cents to $5.53. 
Other titles in the series are: “Would 
You Pay Your 1950 Income Tax 
Twice?” “3 Questions on Saving Money 
for Your Family” (which relates to life 
insurance and _ business insurance), 
“This is the Smith Family,” “The Mon- 
day Morning Quarterback,” “If You 
Name Your Wife as Executor,” “The 
Man in the Mirror,” “Three Financial 
Prescriptions for You and Your Family 
(relating to investment management), 
“Without a Will,” and “Never Again” 
(will I act as an Executor of an estate). 

“Family Financial Planning.” by The 
First National Bank of Saint Paul. An 
11” x 13”, 40-page and cover book that 
serves as a “new and practical budget 
book designed to help families and in- 
dividuals live within their incomes.” The 
book contains many full-scale forms 
such as “Inventory of Personal Fi- 
nances,” “Monthly Receipts and Dis- 
bursements,” “Information for Income 
Tax Purposes,” “Principal Payment 
Dates,” and a sample budget. The copy 
discusses, “Why Keep a Budget?” “Why 
Save?” “How a Bank Serves,” “Keep 
Your Valuables and Important Papers 
Safe,” Low Costs Budget Loans,” “What 
can the First Trust Company do for 
you?” — which tells in easily under- 
stood terms the function of the com- 
pany: “If you select First Trust Com- 
pany of Saint Paul as trustee of a trust 
created by your will, it will carefully 
carry out your wishes and directions,” 
and then tells of some of the channels 
those wishes may take. The book is 
printed in soft green and brown with a 
heavy buff stock for the cover and egg- 
shell paper inside. 

“Forethought,” by the Montreal Trust 
Co. This issue for November and De- 
cember carries interesting stories perti- 
nent to the trust operation. The “Last 





Laughs” section relates several episodes 
having to do with odd wills. “Irrational 
Money” tells of Elliot Paul’s book, 
“Springtime in Paris” and the absurdi- 
ties that grow out of inflation. “Special- 
ization Begins” discusses briefly the 
growth of medicine as a specialized field 
and carries on to other types of special- 
ization. “The Salic Straw” describes the 
codes on transferring property along 
the lower Rhine in the fifth century in- 
cluding the task of one who served as 
trustee, executor and representative of 
the state at one and the same time. The 
booklet is 8 pages, 5144” x 8”, printed 
on buff stock in deep gray and soft red. 

“Estate Taxes and the Marital De- 
duction,” is the “Trust Thought of the 
Month” for The Public National Bank 
and Trust Co. of New York. After dis- 
cussing the facts of the subject briefly, 
this 4” x 8” leaflet points out, “Your 
attorney can advise you whether or not 
this deduction would prove beneficial 
in your particular circumstances.” 
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AD ON FUNDED INSURANCE 
TRUST 


How $10,000 Grows 
to $20,000 to $30,000 


In a Funded Insurance Trust 


If you place $10,000 in securities yielding an income of 
$300 a year in a Funded Insurance Trust . . . take out insur- 
ance on your life...direct the Dallas National Bank as 
trustee to apply that income to the payment of premiums 
upon the insurance... your estate will have an asset of 
$20,000 to $30,000 or more, upon maturity of the policies. 

Life insurance has a definite and important place in your 


estate planning. 


Ask us to tell you in more detail how life insurance helps 
to set the seal of success on your estate plan. 


Part of this Bank's service is to furnish information on 
estate planning. This helpful and often exceedingly valuable 
information involves no cost or obligation. - 





When the Trust Department of the Dallas 
National Bank, oldest in the city, ran the 
above copy in the August issue of Dallas, 
it received a considerable number of re- 
actions from local underwriters, including 
the following: 


“Every Life Underwriter should deep- 
ly appreciate your advertisement 
This statement from your Trust Depart- 
ment means far more than a similar 
statement coming from any Life Insur- 
ance Company or Life Agent .. .” 

“IT have had the pleasure of working 
with several of your clients in the past 
and have, I believe, been instrumental 
in causing at least one of them to avail 
himself of the services of your Trust 
Department. I hope that there will be 
others in the future...” 


“Your ad impresses me as being par- 
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ticularly well constructed for pointing 
out to today’s business man one of the 
fundamental principals of estate plan- 
ning, which is the combination of the 
devices of life insurance and _ the 
trust.” 

“Your copy is a beautiful piece of ad- 
vertising and very definitely shows the 
attitude that the Dallas National Bank 
maintains toward its customers, the pub- 
lic, and other business institutions.” 


“T believe very strongly in cooperation 
between the trust companies, the at- 
torneys, and life insurance men and 


appreciate very much your efforts to 
further public acceptance of this need.” 














Officer. 


my vacation.” 


He went, got the will, and this explanation: 


“When | began receiving your trust advertising, | did 
nothing. Then | began to read it, and | found questions that 


The Trust Officer's Bank—our 


May we submit a proposal? 


THE PURSE COMPANY | 


) 
CHATTANOOGA, TENNESSEE 


Attention Arresters in 
Recent Trust Ads 


Hard-hitting but not offensively ag- 
gressive newspaper advertising is carry- 
ing a convincing trust story to readers 
from coast to coast. Outstanding ex- 
amples recently noted include: 


“If You Have Named a Friend as 
Your Exeeutor — Take This Second 
Important Step Now!” — Commercial 
National Bank of Hillsboro, Ore. The 
copy points out that a friend does not 
have the time to devote to estate man- 
agement that he would like to give, and 





This telephone message was received recently by a Trust 


| could not answer intelligently about my own affairs. It ‘ 
annoyed me. Then it aroused my curiosity. Finally, as you \ 
know, | came to see you last month. This will represents ) 
the result of constant reminders sent to me by your bank / 
over the years. | want it in your hands before | leave on | 


customer—was named 


executor and trustee under this will. S 
\ 

You will find our trust programs equally successful in \ 

promoting new business for your Trust Department. ) 





consequently many prefer to name an 
experienced trust company as co-execu- 
tor. 

“Can Your Wife Bat in the Big 
Chicago Title and Trust 
Co. Scheduled for appearance next Feb- 
ruary and March during the baseball 
spring training season, and one of a 


League?’ 


series, this states that a man who leaves 





Can your Wife bat 
in the 


Big League? < 





ness matters and all the thousand-and one details she 


will need to know 


Look at your own will nx 


adequately provide for 


fort and care? Or will she. suddenly a 






unexpectedly, find herself batting help 
lessly in the Big League 


From an advertisement by Chicago 
' Title & Trust Co. 





“everything to my wife” may be leav- 
ing her a “mighty heavy bat to swing 
in a tough league.” Suggests naming 
the company as co-executor. Other titles 
in the series are: “Can an Individual 
Executor Do So Much for So little?” - 
this one and several others include a 
report of typical fees running from $400 
for a typical $10,000 estate to $13,500 
for a $750,000 estate: “Just How Much 
Does It Cost to Probate an Estate?” 
also includes fees; “Perhaps Your Estate 
Can’t Afford Not To Have This Service” 
with fees listed; “One Word Mighty Im- 
portant To Your Heirs is CO-EXECU- 
TOR”; “Inexperience Might Cost Your 
Estate More Than a Professional Co- 
Executor”; “Perhaps the Small Estate 
Needs Our Services as Executor MOST.” 
In each of the adveriisements is included 
a reference such as, “Ask your lawyer 
to draw your will or to review it. . .” 
or “Our Trust Officers will be glad to 
discuss with you and your attorney. . .” 
Before the series started a complete set 
of reprints was mailed to all the attor- 
neys in Cook Co., Ill., with a covering 
leiter from the bank, pointing out that 
about 60% of the people whose estates 
had been probated in the previous year, 
in the county, had died intestate, and ex- 
pressing the hope that “more people 
will heed our advice to consult a lawyer 
about preparing their wills.” 
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Women’s Forums Cover 
Primary Finance 


Women’s finance forums have touched 
deep currents in American life in the 
past year or two. Perhaps none, how- 
ever has rung a more poignant note 
than the outstandingly successful series 
conducted by The Union and New 
Haven (Conn.) Trust Co., which re- 
cently received a dismal letter from a 
customer which, in part, said: “. . . as 
a bank you’re swell, but. . . two weeks 
ago my wife. . . came home, woke me 
up and said: ‘What about our insur- 
ance?’ 

“I said, ‘What do you care? It’s all 
made out to you.’ 

“*That doesn’t go,’ says she. ‘What 
if I’m a spendthrift?’ 

“Oh, for Christmas sake! Who said 
you weren't a spendthrift?’ 

“Well, then it came to me she had 
attended the Trust Company forum on 
insurance for women. . . In 24 hours 
by applied techniques, | was out of the 
dog house. But then came last night - 
another forum. . . 

“Il was in bed when she _ returned 
(but) I was invited to come downstairs 

something to discuss. . 

“Do we 
Packard?’ 

““Well, neither, we have Chrysler. 
but why?’ 


have General Motors or 


“Why! I guess you don’t realize that 
this is 1950 and every woman should 
know about her investments. . .’ 

“So, now I am a mouse. | washed the 
dishes and put the kids to bed while 
this infiltration took place. . 


ss 


. You are 
a bunch of wise guys. . . 

With a rare sense of humor the letter- 
writer expressed an appreciation of the 
bank’s work, and with equally rare 
humor the bank released his letter. 
Union and New Haven Trust Co. for- 
ums were reported in the November 
Trusts AND EsTATEs. 


Other women’s forums include: 


Five discussions sponsored by The 
& Southern National Bank, 
Atlanta, for which Sylvia Porter, New 
York columnist spoke on “Women and 
Money”; Robert A. Alston, vice presi- 
dent of the bank, covered, “Wills, Trusts 
and Estates”; Mrs. Marion S. Eberly, 
director of women’s research of the In- 
stitute of Life Insurance, spoke on the 
subject of life insurance; J. Allen Wil- 
son, vice president of the bank, spoke 
on “Investing in Stocks and Bonds”; 
and Lewis F. Gordon, vice president of 


Citizens 
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Expecting 350 women to accept an invitation to its finance forum, the First National Bank 

and the First Trust Co. of Lincoln, Nebr., received 850 acceptances. Above are shown 

some of those who could get in to the first series; a second will take care of the overflow 
in January. 





the bank spoke on “Getting the Most 
Out of Your Bank.” Meetings which 
ended the middle of last month, were 
limited to 200. 

A one-meeting forum was sponsored 
November 28, by The Winthrop Trust 
Co., New which 
Chenery Salmon, vice president. and 
Albert H. Waite, trust officer, both of 
the Merchants National Bank of Boston, 
investments for 


London. Conn... at 


spoke informally on 
women in a changing economy and ex- 
plained how a bank functions. 

A “country bank,” The Federal Na- 
tional Bank, Shawnee, Okla., recently 
completed a series of four lectures for 
women. Subjects covered were, “Per- 
sonal Finance Planning,” by Veryl B. 
Pitts, vice president, Fourth National 
Bank, Wichita, Kan.; “Securities, Pub- 
lic and Private,” by Falkner C. Broach, 
vice president, National Bank of Tulsa; 
“Wills and Estates,” by A. N. Murphey, 
vice president, First National Bank and 
Trust Co., Oklahoma City; Life Insur- 
ance and Social Security.” by A. R. 
Jaqua, director, Institute of Insurance 
Marketing, Southern Methodist Univers- 
ity, Dallas. 

Four subjects chosen by poll through 
a Richmond, Va., newspaper constituted 
the forum sponsored by the Bank of 
Virginia, Richmond. They are: “Women 
and Their Investments,” discussed by 
Roderick McRae, vice president, Bank 
of New York & Fifth Avenue Bank; 
“Home Ownership, Mortgages and Real 
Estate,” by R. Stewart Rauch, Jr., vice 
president, Philadelphia Saving Fund So- 
ciety; “Life Insurance and Annuities,” 


by Mrs. Marion S. Eberly, director, wo- 
men’s division, Institute of Life Insur- 
ance; “Wills and Taxes,” by George C. 
Barclay, vice president, City Bank Farm- 
ers Trust Co., New York. 

A two-session forum was held in Octo- 
ber and November by the New Rochelle 
(N.Y.) Trust Co. on “Money Manage- 
ment,” at the Women’s Club of the city. 
Luncheon was included and attendance 
was between 400 and 500. Followed by 
question periods, these subjects were 
covered: “What Your Bank Can Do For 
You,” by Dr. Ray B. Westerfield, pro- 
fessor of economics, Yale University; 
“Fundamental Investment Problems,” by 
Frederic L. Simmons, economist, Guar- 
anty Trust Co., New York; “Women’s 
Importance in Today’s Life Insurance 
Picture,” by William S. Carpenter, field 
training division, Metropolitan Life In- 
surance Co.; and “Why You Should 
Have a Will,” by Elmer Lee Fingar, 
clerk of the Surrogate’s Court, West- 
chester County, N. Y. 


The women’s forum sponsored by 
the First National Bank and its affiliate, 
The First Trust Co. of Lincoln, Neb., 
underestimated women’s interest by 
more than 100°C. Expecting 350, they 
found themselves with 850 acceptances. 
In consequence, a new series of four ses- 
sions is to be run in January to accom- 
odate those who could not attend the 
first. First meetings were addressed by 
Burnham Yates, president of the bank, 
on personal finances; Evert M. Hunt, 
vice president of the trust company; in- 
vestments; S. C. Waugh, president of the 

(Continued on page 851) 


835 








tual gf Make 
SMALL TRUSTS POSSIBLE 


HE great deal of attention that has 

been devoted to the tax savings 
which may be achieved through the use 
of living trusts has tended to foster the 
impression that such trusts are useful 
only to the very rich. Other factors 
which also have contributed to this no- 
tion are the difficulties, usually encount- 
ered in adequately diversifying the in- 
vestments of a small trust fund, and the 
fact that the trustee’s commissions on a 
small trust fund are often inadequate to 
cover the cost of administering the trust. 


A small living trust need not be bur- 
densome to a corporate or individual 
trustee if the grantor will authorize in- 
vestment in the shares of one or more 
investment companies. The trustee of a 
trust so invested, instead of having ten 
or twenty or more securities to watch 
over, has only one, or perhaps two or 
three, to administer, depending upon 
how widely the trustee feels the trust 
fund should be diversified among differ- 
ent types of funds and different manage- 
ments. Bookkeeping and accounting are 
reduced to a minimum because, instead 
of clipping numerous coupons or receiv- 
ing scattered checks for small amounts 
representing interest and dividends on 
various securities, the trustee receives 
one check quarterly from each mutual 
fund. The number of certificates which 
the trustee must physically hold in safe- 
keeping is also materially reduced and 
replacement in case of loss, theft or de- 
struction is accordingly simplified. In 
addition, at the close of each fiscal year 
many of the leading mutual funds fur- 
nish full income tax data to their share- 
holders to assist them in preparing their 
income tax returns. 


Through the use of carefully selected 
mutual fund or investment company 
shares a trustee, in addition to reducing 
administrative costs and work, may se- 
cure adequate diversification in the types 
of securities which the trustee deems 


*Mr. Putney is a member of the firm of Putney, 
Twombly, Hall & Skidmore, New York, N. Y., 
counsel to Group Securities, Inc., a mutual fund, 
and its sponsor, Distributors Group, Incorporated. 
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suitable for a particular trust, whether 
the investment need is for bonds or 
stocks, or both. Indeed, the basic diver- 
sification obtainable in this manner for 
a small trust far exceeds that which 
usually can be achieved by direct in- 
vestment in individual issues of stocks 


and bonds. 


To achieve similar objectives, some 
of the larger corporate trustees (less 
than 100) have established common 
trust funds, a pooled investment device 
which simplifies for them the admini- 
stration of small trusts. This tool, how- 
ever, is not available to individual trus- 
tees, nor as a practical matter to the 
vast majority of trust institutions. These 
fiduciaries, individual and corporate, 
need some other medium of investment 
for small trust funds which will resolve 
the problems of adequate diversification 
and of cost reduction. The development 
of mutual funds which offer broad di- 
versification and professional investment 
management has provided an answer to 
this investment need and thus has made 
relatively small trust funds generally 
feasible whenever such investments are 
authorized by law or by the terms of 
the trust instrument. 


Advantages of Living Trusts 


With reduction in costs and broader 
diversification possible through the use 
of investment company shares, it is 
practicable for persons of moderate cir- 
cumstances to avail themselves of the 
significant advantages of living trusts. 
Aside from possible tax savings, the 
living trust also provides the individual 
with a means of transferring part or all 
of his property on his death as effective- 
ly as by a will without incurring the 
expenses, delays, complications and pub- 
licity of probate procedure. Unlike a 
testamentary trust created by will, the 
living trust enables one to observe how 
the trustee handles the trust during one’s 
lifetime and, if revocable, to make any 
changes that may appear desirable from 
time to time. 


The writer, in passing on the legality 
of stock transfers for one of the larger 
investment companies, has encountered 
several instances in which entire estates, 
some of them quite substantial, have 
been transmitted through living trusts 
without any probate proceedings. Even 
where this is not possible because of 
other assets, the living trust serves as a 
means of providing effectively for one’s 
heirs immediately after one’s death, and 
thus sparing them many worries and 
anxieties during a period of great stress, 

An advantageous use of the living 
trust can be illustrated by taking the 
of two of similar circum- 
stances. Let us assume that each is 
married, has two minor children and 
has saved $30,000 invested in a well- 
managed mutual bond fund yielding 
him an income of about 4°, or $100 a 
month. Let us further assume that the 
widow of each dies within a few years 
after her husband while the children are 
still minors. 


Case of Mr. A 


Although his death was quite unex- 
pected, Mr. A left a will bequeathing all 
his property to his wife and naming a 
local trust company as executor. After 
some delays, due to difficulty in locating 
a witness to the will, the will was pro- 
bated and the executor commenced ad- 
ministering the estate. The widow, as is 
not infrequently the case, received no 
income during the early period of ad- 
ministration of the estate. After some 
seven or eight months had elapsed, the 
executor accounted and distributed the 
estate, less probate expenses, to the 
widow. 


cases men 


When the widow died a few years 
later, further court proceedings were 
necessary, with attendant delays and ex- 
penses. Upon settlement of the estate, a 
guardian of the property of the children 
was appointed and the estate was turned 
over to him. Each year the guardian 
was required to account to the court 
and to obtain a court order authorizing 
the use of the income for the children. 
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Being limited to legal investments by 
the laws of his State, he sold what re- 
mained of the mutual fund shares and 
invested the proceeds in legal securities 
which produced an annual income of 
approximately $600, an amount insuffi- 
cient for the children’s maintenance and 
education. Consequently, the guardian 
was obliged to use a part of the princi- 
pal each year (with court approval) for 
those purposes. When the children came 
of age the guardian accounted to the 
court and upon settlement of his account 
distributed the depleted estate to the 
children. 


Case of Mr. B 


Mr. B, on the other hand, placed his 
$30,000 worth of mutual fund shares in 
a trust during his lifetime, using a local 
trust company as trustee. He made the 
trust revocable so that, if he should later 
wish to do so, he could at any time get 
back his property and make any other 
arrangements that might then suit him. 
The trust agreement provided that the 
trustee was authorized to hold the shares 
of one or more mutual funds and di- 
rected the trustee to pay the income to 
Mr. B for life and after his death to his 
widow for her life, with discretion to 
pay principal to her in case of need. It 
further provided that after her death, 


trust 
services 


chicago 


the remaining principal should be paid 
over to his children, unless the children 
were still minors, in which case the trus- 
tee should continue to hold the principal 
in trust until the children came of age, 
meanwhile applying the income (and 
principal, if needed) to their support 
and education. 


When Mr. B died, no probate pro- 
ceedings were necessary with respect to 
the trust property. The widow simply 
furnished the trustee with a death cer- 
tificate and from then on the trustee 
paid the income over to her. There were 
no delays and there was no need to 
transfer any securities. Similarly, after 
Mrs. B died, the trustee was furnished 
with a death certificate and immediately 
thereafter began to apply the income to 
the support and education of the chil- 
dren in accordance with the terms of 
the trust agreement. No guardian was 
required for the trust property and no 
court direction or approval had to be 
obtained authorizing the use of the in- 
come and principal of the trust for the 
children. As the trustee was not re- 
stricted to legal securities, but held the 
mutual fund shares under express au- 
thority to do so, income was maintained 
at about $1,200 per annum, with the 
result that correspondingly less princi- 
pal had to be paid out for support and 


education of the children. Finally, when 
the children came of age, the trustee 
accounted and turned over the securities 
to them. Due in part to the savings of 
probate and guardianship expenses, 
which more than offset the trustee’s 
commissions and legal fees, and in part 
to the savings of principal through main- 
tenance of an higher income, Mr. B’s 
children received a considerably larger 
share of the original $30,000 than did 
Mr. A’s children. 


Other Objectives Attained 


An estate in probate is a matter of 
public record. The value of the property 
and the names of the beneficiaries be- 
come public knowledge. This may be 
avoided through the use of a living trust, 
the terms and value of which are known 
only to the interested parties. This pri- 
vacy appeals strongly to many individ- 
uals, particularly in smaller communi- 
ties. 

In addition, as indicated in the case 
of Mr. B, the trust is a convenient means 
of avoiding a cumbersome and expensive 
guardianship for minor children. Also, 
in States which limit a guardian’s in- 
vestments to “legal securities” it is an 
effective method of keeping the princi- 
pal free of this restriction. 

(Continued on page 840) 


Wren you need a fiduciary in Chicago, American 


National Bank and Trust Company stands ready to 


serve your requirements fully and efficiently. The 


experience and friendly co-operation of our Trust 


officers can help you achieve your purpose, for 


individuals, estates or corporations. You are cordially 


invited to call or write about any of our trust 


department services, or your own particular problem. 


AMERICAN NATIONAL BANK 
AND TRUST COMPANY OF CHICAGO 


MEMBER FEDERAL DEPOSIT 


LASALLE AT WASHINGTON, 


DECEMBER 1950 
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Hudson 


Fund 


INC. 


An Open-End Investment 
Company 


Prospectus may be obtained from 
your authorized dealer or 


HUDSON DISTRIBUTORS 


Inc. 


Principal Underwriter 


135 S. La Salle St. 115 Broadway 
Chicago 3, Illinois New York 6, N. Y. 
Financial 6-3223 REctor 2-8356 
Teletype:CG 1141 T’l't’pe:NY1-3347 
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Indices are based on fund operations during the period covered and are | 


| not necessarily a representation of future results. They should be con- | 
| sidered in the light of the individual companies’ investment policies and | 
| objectives and the characteristics and qualities of the investments of these | 


| companies. 











Reference should be made to the introduc- 
tory article in July 1949 issue, outlining pur- 
poses of publication and considerations in 
selecting stock and cost-of-living averages, 
periods and in interpretation of data. 
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COL. 6, 7, and 16 arrived at as follows: To the bid prices at the respective 


dates indicated are added all capital distributions to such date and the re- 


sultant sum is divided by the 1939 base offering price. 


COL. 19 represents the current month-end bid (col. 16 less all capital distri- 


butions) divided by the 1939 base offering price. 


INCOME PERCENTAGE includes only those dividends paid by the com- 
panies out of income earned from dividends and interest on their portfolio 


securities (excluding all capital distributions). 





@ Principal index begins after 1939 base date. 
+Ex-dividend current month. 
tHigh reached current month. 


**Became balanced fund in 1945. 


§In part from surplus. 
t—ten months’ period. 
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78.8 [4.64 2.48 4150.9 3.95 . 

93.7 18.92 1.93 154.8 3.32 

49.2 $8.81 1.24 128.6 3.72 Portfolio 

88.4 13.84 19 163.6 3.18 

60.1 14.19 ~- 151.8 3.55 

34.9 14.07 .86 - 33387 3.48 

18.8 5.01 1.07 102.6 4.99 

43.2 74.04 91 120.8 3.87 @ 

56.4 4.62 oe 155.0 — @ 

28.2 (4.34 -20 « 107.7 3.92 

37.9 4.63 — 4136.5 — © 

27.6 (3.90 .68 223.7 3.54 

45.2 (4.14 — 140.2 — 

42.7 43.70 81 130.0 3.50 

48.4 3.90 1.10 120.3 3.32 : 

57.1 (4,12 -70 164.7 mee I appreciate your note of September 27 mentioning that you had heard 
97.9 13.00 3.25 7144.6 2.22 from Mr. that we are going ahead with investment 





4.17 1.26 128.7 3.70 in Mutual Funds. He has probably informed you of the extent into which 
we are moving into them; for us it is a considerable investment amount- 
ing in all to close to $58,000. 

5.14 5.35 113.0 4.62 I want most sincerely to thank you for the services that you rendered 

















ty 5.00 e- ; 144.9 4.42 us beginning with the first contacts that Mr. .......... 
30.5 —~ ap $135.9 3.97 with you some weeks ago. Your analysis of our investment portfolio was 
“y- 3.89 2.87 86.6 3.02 most helpful and the clear way in which you, and later on Mr. 
29.1 5.65 =e 7122.7 5.56 @ outlined to us the essential features of Mutual Fund investments cnnbied 
415.3 4.86 2.00 122.1 3.95 Mr. and me to arrive quite expeditiously at the 
(7.7 94.29 2.47 159.1 3.30 recommendations that we finally made to the rest of the Finance 
85.0 44.72 2.35 4162.4 4.32 e Committee. 
2.6 4.01 = 71.4 3.63 It was a pleasure to meet you personally at the conference over here 
3.0 4.07 53 178.3 3.30 in my office. I should also like to say that your associate, Mr. .................... 
95.5 14.94 $37 4156.7 4.54 has carried on the details of our actual investment in a most satissactory 
49.1 4.83 2.13 122.9 3.90 e manner and has helped us no end in working out a number of details, 
59.0 93.83 3.30 126.6 3.69 including what to us is the important one of deciding to diversify in 
31.0 94.70 1.387 152.2 3.61 managements as well as securities by purchasing at least three of the 
10.1 §3.37 3.73 75.3 3.75 Common Stock Mutuals. 
71.5 12.67 t2.08 120.4 2.93 Sincerely yours, 
70.8 43.49 t2.57 136.8 3.22 
47.5 5.04 — 142.1 4.58 Executive Secretary 
98.4 15.09 -— 7135.0 4.05 
410.8 13.45 2.29 132.0 3.14 
ve oot 1.20 166.7 — Mutual Funds can bring the management services of 

' 5.9: — + 89. 5.§ 
38 W499 5 a “ 8 ~~ : outstanding investment counsel and advisory firms to 

. ome ot 4 LOOce o.0e 
19.9 }4.78 sme 126.7 3.94 our portfolio. Learn how adequate diversification and 

L y } q 
16.6 }4.58 1.16 92.8 3.71 professional supervision can reduce normal market risks, 
4.54 149.0 3.13 yet improve your long-term results. For complete infor- 
mee OE aa idress the M Mutual FundsD t. 
2.31 131.4 3.72 mation address thet anager,1 utual Funds epartmen 
95.0 — aes eel Pr 
= KIDDER, PEABODY & CO. 
. 30, 1939. FOUNDED 1865 

ents ig stained by dividing such dividends accruing over - . 
od th the stated date by the average of the twelve Members New York Stock and (Curb Exchanges 
ing ding on the corresponding date. ; 
N DBBUTION column (18) represents percentage of Uptown Office: 10 East 45th Street, New York 17, N.Y. * MUrray Hill 2-7190 
any, pital gains or any other sources, for the current 





AFTER 1939 are given an initial index number 
business equal to the average of all those stock 
at the time. 


ee included in balanced or stock coverage. 
***Name changed from Russell Berg Fund. 
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There are other objectives which an 
individual may attain through the liv- 
ing trust. It may be used to relieve one- 
self entirely of the burdens of managing 
investments, or to provide continuing 
management of one’s investments during 
periods of illness, absence from home, 
senility or incapacity. Other favored 
uses are to accumulate funds for the 
education of a child, or to provide an 
income for elderly dependents. Some- 
times, the living trust is used to make 
a gift to charity after the death of some- 
one whom the donor wishes to have the 
income for life. Another use is to pro- 
tect principal against a_ spendthrift 
while providing an income for him. 
And, of course, income and estate taxes 
may be minimized in many instances. 


Form of Trust Agreement 


The trust agreement establishing a 
living trust need not be a long elaborate 
document, although many are. Essenti- 
ally, all that is required is a clear state- 
ment of how the income and principal 
are to be distributed and the trustee’s 
powers. These powers should include 
specific authority to invest in and to 
hold the shares of one or more mutual 
funds, where such investment is desired, 
since without express authority these 
shares could not be purchased by a 


Here... 
In Florida 


The First National Bank of 
Miami offers you and your cus- 
tomers the same high quality 
of complete trust service they 
have a right to expect anywhere. 
All fiduciary matters—includ- 


ing cooperative ancillary ad- 
ministration—are given special 


attention. Inquiries welcome. 


TRUST DEPARTMENT 


The 
First National Bank 


of MIAMI 


Miami’s Oldest . . . Florida’s Largest 
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trustee in “legal list’ States except at 
the risk of being surcharged for any 
loses, while in the prudent man rule 
States the question is not entirely free 
from doubt. Additional clauses may be 
added to cover special points. It goes 
without saying that the agreement 
should be drawn by an experienced at- 
torney, even when there is no question 
of taking advantage of possible income 
and estate tax savings. 

If desired, more than one trustee may 
be named and it is not unusual to name 
both an individual and a trust company 
as co-trustees. The grantor may desig- 
nate himself as the sole trustee or as a 
co-trustee, with a provision for a suc- 
cessor trustee on his death. Frequently, 
individuals will serve as co-fiduciary 
without compensation, especially if they 
are members of the donor’s or benefici- 
ary’s family. 


Availability of Mutual Funds 


Mutual funds here considered are the 
open-end management investment com- 
panies which are registered with the 
Securities and Exchange Commission 
under the Investment Act of 1940. Many 
different types of such funds are avail- 
able today, each having its own invest- 
ment objectives, characteristics and 
quality, from which the ones deemed 
most suitable may be selected. 

The range of choice of mutual funds 
runs from highly conservative bond 
funds to funds invested in particular 
types of selected speculative securities. 
Between these extremes there are bal- 
anced funds holding bonds, preferred 
stocks and common stocks, funds hold- 





CHICAGO 


LORD, ABBETT & CO. 


ATLANTA 


ing broadly diversified lists of common 
stocks, and funds invested solely in the 
securities of a single industry. The 
managements of these investment com- 
panies vary in ability and investment 
policy; some are conservative while 
others are speculatively inclined. 

Ordinarily, the purchase price of in- 
vestment company shares includes a 
sales charge, although there are a few 
funds, most of them sponsored by in- 
vestment counsel firms, which are not 
distributed through investment dealers 
and hence make no sales or distribu- 
tion charge. These distribution charges 
vary with the different investment com- 
panies, a charge of from 7-44% to 
8-14°7 of the sales price being custom- 
ary, and are frequently reduced on 
volume purchases, and on a transfer 
from one fund to another under the 
same management. 

Fees for investment supervision and 
management paid by these companies, 
usually out of income, are based on 
asset value and customarily are approxi- 
mately 1% of 1% per annum. These 
costs are factors which the trustee, in 
making his selection, should weigh in 
relation to the soundness of diversifica- 
tion and quality of management afforded 
by the funds being considered. 

The development of conservatively 
managed and broadly diversified invest- 
ment companies has opened up a large 
and potentially profitable field of trust 
business which may be expected to de- 
velop rapidly as the advantages of liv- 
ing trusts become more widely recog- 
nized and confidence in mutual funds 
increases with experience in their use. 












AFFILIATED FUND, INC. 
AMERICAN BUSINESS SHARES, INC. 


Prospectuses on request from 


your investment dealer or 


LorD, ABBETT & Co. 


63 Wall Street, New York 
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THE ILLUSION OF SECURITY 


DONALD R. RICHBERG, ESQ. 


T is the patter of every politician and 

the chatter of every social and busi- 
ness gathering that we, as a people, are 
so devoted to our liberties that we fear 
nothing from communism but forceful 
aggression. 

And yet, in our demand for security 
and peace, we have adopted the funda- 
mental dogma of communism, which is 
that security and peace are to be ob- 
tained by control of government and 
by the use of government force to im- 
pose a politically ordained morality. 

The illusion which most possesses us 
at the present time is that economic se- 
curity within 
tained by a widespread use of govern- 


our borders can be ob- 
ment force to compel everyone to work 
and spend his earnings so as to carry 
out a political program. and conform 
to a political morality. We do not think 
of this as aggressive force, because we 
are not organizing a huge army of 
soldiers to impose a military rule upon 
our people. But we are organizing a 
huge army of civilian administrators 
to impose government regulations, en- 
forced by a civilian police. backed up 
by the armed forces of the national 
government. This means, in cold reality, 
that our socializers are relying on armed 
force to compel our own people to sub- 
mit to a political control of their lives. 

It is the use of so-called democratic 
methods to achieve this result which de- 
confuses public opinion. 
What we are being deceitfully asked to 
do is to transfer controls other 
men’s lives from property owners, and 


ceives and 
over 


others possessed of private economic 
power, to men wielding political power. 
We are told that, by their power to vote 
their representatives into and out of 
office, the people will continue to rule 
their own lives. And so, it is argued 
that economic power, instead of being 
concentrated in private hands and used 
for private gain, will be concentrated in 
public officials who will be compelled 
to use it for public benefit. 


Competition is a Freedom 


The truth is, however, that, in our 
present competitive economy, there is 
no concentration of economic power in 





In address at the Boston Conference on Distribu- 
tion, October 1950. 
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a few hands, because even our biggest 
businesses depend on the free buying 
power of millions of consumers. They 
must meet the continuing competition of 
other enterprises and other industries to 
entice the consumer’s dollar. But, a gov- 
ernment which can fix prices, regulate 
quantities and qualities of products, tax 
away the consumer’s purchasing power 
and exercise it for him, borrow indefi- 
nitely and inflate or deflate the currency 
such a government, now developing 
in the United States, is concentrating 
more economic power in a few hands 
than has even been wielded by any 
ruling class anywhere on earth. The 
creation of a vast monopoly power — 
is what the 
socializers are really attempting. 


certain to be abused — 

Who are those who desire to live in 
a non-competitive world? They include: 
First, the would-be monopolists and dic- 
tators: and second, the spineless men 
and women who are willing to live in 
servitude to obtain protection for their 
futile lives. There are not enough of 
these people living in the United States 
to vote us into selling our liberties for 
promises of security. But, unhappily, 
there are millions of people who are 
being misled by the delusion that they 
can buy security simply by paying high 
taxes, and still retain their liberties. 

A government which assumes the di- 
rect responsibility of assuring to all citi- 
zens a decent livelihood and financial 
security against competitive weakness, 
or against hardships resulting from un- 
employment, sickness or old age, must 
plan and control our entire economy. 
Such a government must plan and con- 
trol the operation of all important en- 
terprises and the distribution of all in- 
come and products in conformity with 
government orders. We can provide pro- 
tection for the unfortunate and the in- 
competent, without submitting to a con- 
trolled economy. 


Birthright vs. Pottage 


There is no security for individuals 
whose livelihood depends upon political 
favor and political pressure. The great- 
est security ever given by government is 
found in the protection by government 
of the individual’s freedom to work and 
live as he pleases, to acquire and use 
private property for his own support 


and protection, without fear of personal 
injury or loss of property through vio- 
lence or fraud. The greatest insecurity 
threatens the individual when his earn- 
ings are taxed away substantially, so as 
to enable the government to use them 
for the benefit of others and to provide 
benefits and services for him as a de- 
pendent. 


If only the presently proposed pro- 
grams of the so-called welfare state are 
put in effect, our government within 
a few years will, according to official 
estimates, be taxing away 40 per cent 
of the average income. Our cost of 
living has more than doubled since 1914, 
largely because of a politically promoted 
inflation and a politically devalued dol- 
lar. What has happened to all the bil- 
lions of dollars of life insurance and 
old age protection which we have indi- 
vidually saved and sacrificed to obtain? 


Is this security? Is there security in 
a government promise to pay pensions 
in dollars that are now worth fifty cents, 
and may be worth only twenty-five cents, 
or a dime, when the young men and 
women of today are old? It is only the 
illusion of security that is offered by 
government. 


A A A 


Don’t Shoot the Piano Player 


Of much more importance than the 
twenty-five cent price suggests is the 
recently published booklet, “Don’t Shoot 
The Piano Player,” (“He’s Doing the 
Best He Can”), by Stanley Brown, vice 






Pie 
Dont SHOOT THE 


IANO PLAYER 
- Dowss THe Best \ 


a8 HE CAN Ney x 


president and personnel officer, The 
Chemical Bank and Trust Co., New 
York. Its good humored simplicity (not 
over-simplification or offensive “writing 
down”) is exactly calculated to gain 
almost any reader’s confidence at the 
outset. The theme is easy and reason- 
able: Don’t lightheartedly destroy or 
tinker with the system that has given 
us “the easiest existence, the highest 
standard of living known by man since 
time began — at least, not until we are 
mighty sure we have a better one to 
take its place.” 
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The Prudent Trustee 


BALANCING INVESTMENT BETWEEN HIGH PRICES 


ADRIAN M. MASSIE 


Executive Vice President, The New York Trust Company, New York City 


TRANGELY enough, while great 
aan have taken place in the past 
15 years in the political, economic and 
social spheres, trust investing has not 
changed appreciably. 

In 1935 the Federal Government was 
just giving birth to the new “welfare 
state,” which today is robust and thriv- 
ing. In June, 1935 the Federal debt 
amounted to $28.7 billion; today it is 
approximately $258 billion. Currency 
outstanding in 1935 was $5.5 billion; 
today it is $28 billion. Commercial bank 
deposits in 1935 were $41 billion; today 
they amount to $164 billion. In 1935 
taxes received from individuals totalled 
$527 million; in 1950 — $17,900 mil- 
lion. All of this has brought us face-to- 
face with the problem of Inflation. 


The most notable change in trust in- 
vesting appears to have been the modi- 
fication of investment rules governing 
legal trusts in various states. Of grow- 
ing importance is the formation of com- 
mon trust funds for handling the invest- 
ment and administrative work of smaller 
trusts. Another change has been the 
formation by corporations of huge pen- 
sion trusts which could have a very seri- 
ous impact on investment markets be- 
cause of their ultimate size. 


Fixed Income Changes 


Trustees have been thinking a great 
deal about the rule of prudence, and 
discussing the advisability of purchasing 
large percentages of common stocks. 
Yields for fixed income securities al- 
most at their lowest point in years do 
not appear to permit any reserve against 
credit risk or provide any reserve for a 
change in interest rates. It seems, there- 
fore, that a trustee should at this time 
confine fixed income investments to 
those of very high calibre and with bond 
maturities not in excess of 20-25 years. 
The record indicates the life of an av- 
erage trust is probably not over 22-23 
years. Since preferred stocks are subject 
to a change in the credit risk factor and 


From address to New Jersey Trust & Banking 
Conference, Nov. 1950. 
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in interest rates, the amount of these 
should be limited and, if possible, a 
trustee should out those stocks 
which provide for an annual sinking 
fund. (Preferreds with convertible privi- 
leges would be considered also from the 
equity viewpoint.) During boom periods 
it is a common characteristic of fixed 
income securities for the yield between 


seek 


very high grade issues and low grade 
issues to approach each other. 

The large increase in taxes over the 
years has resulted in reducing the yield 
on tax-exempt issues to a point which 
would have been thought unbelievable 
many years ago. It has also resulted in 
fixing the yield for rather low credit 
tax-exempt bonds close to that obtain- 
able on high grade bonds. 


In trusts which use both fixed income 
securities and equities, if the fixed in- 
come items are not of the highest qual- 
ity, it could be very difficult to shift into 
equities, when market conditions permit, 
without suffering a severe loss in princi- 
pal value. 


7 


The Glamorous Equities 


The general rule of prudence seems to 
be a very intangible yardstick and ex- 
perience with supposedly prudent men 
has shown they do many things which a 
corporate trustee would not sanction. 
One of the most common is to invest 
in the stock of companies with which 
they are directly connected. Under the 
rules of divided loyalty it would be im- 
possible for a corporate trustee to fol- 
low this procedure. In other cases a 
prudent man will often invest in some 
new and fairly small concern because 
he has great confidence in the manage- 
ment. Other prudent men would scoff at 
rules of diversification and would not 
hesitate to concentrate a large portion 
of the assets of a fund in one security. 
I think that what we are trying to do 
is to establish a set of rules based on 
the theories used by an average or com- 
posite prudent man when investing his 
own funds. 


Many prudent men sit on the boards 


of directors of banks and trust compan- 
ies, and their thoughts on the investment 
of discretionary funds are reflected in 
the annual reports of common trust 
funds. Reviewing the annual reports of 
10 common trust funds I found that the 
common stock proportion of these funds 
ran from a high of 51 per cent to zero, 
with the average somewhere in the 30-40 
per cent range. From this it can be seen 
that the average prudent man handling 
the investment of a bank or trust com- 
pany has a more conservative point of 
view than is held by the individual pru- 
dent man. 


Purchasing Power Dilemma 


The guiding principle of seeking sta- 
bility of principal and continuity of in- 
come has been followed conscientiously. 
Now we are faced with the thought that 
this is not enough, that the trustee 
should invest a fund in such a way so 
as to preserve its purchasing power both 
as to principal and income value. It is 
hard to determine whether the pressure 
of public opinion on trustees is moti- 
vated by the fact that we have been in 
a bull market for common 
by the threat of further inflation and 
devaluation of the dollar. This pressure 
appeared in the 1928-1929 period, but 
we saw very little of it in the depression 
period of 1932-1933. 


stocks. or 


The corporate trustee recognizes the 
decreasing purchasing power of the dol- 
lar and attempts to solve resulting invest- 
ment within conservative 
limits. Several factors, however, make 
this difficult to do. The most important 
is the large increase in personal income 
taxes which has materially reduced the 
net spendable income. The second is 
the reduction in interest rates fostered 
by the authorities, which also has re- 
duced the spendable income. The third 
is the great decrease in the purchasing 
power of the spendable dollar which 
affects the value of both principal and 
income. The fourth is the difficulty of 
selecting investments, even among com- 
mon stocks, which over a period of time 
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will increase in principal value and in 
income in proportion to the increase in 
the cost of living. 

To study the impact of taxes on in- 
come, | have made a rough calculation 
covering incomes of $5,000, $10,000, 
$15,000 and $20,000 from assumed 
trusts set up in 1935 to yield about 4 
per cent. A $125,000 trust created in 
1935 to yield 4.1 per cent, returned an 
income of $5,150. The tax at that time 
was $160 leaving spendable income of 
$4.990. Based on the income tax which 
will be effective in 1951, $125,000 would 
have to be invested today at 5 per cent 
to gross $6,100. Against this would be 
a tax of $1,071, leaving a net spendable 
income of $5,029. Similarly, if a trust 
of $550,000 had been created in 1935 
to yield 4 per cent, the gross income 
would have been $22,300, the income 
) tax $2,294 and the net spendable income 
| $20.006. The same $550,000 would have 
to be invested at 6.6 per cent today. This 

would give a gross income of $36,200 
and a net spendable income of $20,050. 
after taxes of $16.500. 


Appreciation vs. Yield 


I know of no way that it would be 
possible, except through the use of 100 
per cent stocks, to obtain a 
gross yield of 6.6 per cent today. In 
addition to the increased yield required 
to offset the impact of taxes, it would 
be to obtain a still higher 
yield to compensate for the change in 
the cost of living index from 98 in 1935 
| to 173 in 1950. 


common 


necessary 


| examined a list of 188 selected stocks 
| published in October, 1950, to see what 
| the results would have been if they had 
{been purchased in 1935 and held until 
1950. | am sure they appear in the port- 
folios of most corporate trustees. Out 
of this group I selected stocks which in 
the 1935-1950 period either did not in- 
crease at all in market value or in- 
creased only a small percentage of the 
original 1935 cost: 

Air Reduction Co., Inc. 

Allegheny-Ludlum Steel 

Allis-Chalmers Mfg. Co. 

American Can Company 
Radiator and Standard Sanitary 
Steel Foundries 
Tel. & Tel. Co. 
American Tobacco Company 
Anaconda Copper Mining Co. 
Brooklyn Union Gas 
Canadian Pacific Railway 
Chesapeake & Ohio Rwy. 
C.L.T. Financial Corp. 
Congoleum-Nairn Corp. 
Consolidated Edison Company 
Continental Can Co. 
Corn Products Refining Co. 
Endicott Johnson Corp. 


American 
American 
American 
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General Electric Company 
Great Northern Rwy. preferred 
International Nickel Co. 
Johns-Manville Corp. 

P. Lorillard Company 

R. H. Macy & Co., Inc. 
Norfolk & Western Rwy. 
Owens-Illinois Glass Co. 
Pacific Gas & Electric Co. 
Parke, Davis & Company 
Pennsylvania Railroad Co. 
Pullman, Incorporated 
Reynolds Tobacco “B” 
Southern California Edison 
Standard Brands, Inc. 
Sterling Drug, Inc. 
Timken Roller Bearing Co. 
Woolworth Co. 

Yale & Towne Mfg. Co. 


When we look for a high income from 
equities it automatically forces us to 
consider the purchase of stocks whose 
chances of enhancement in value are 
| mited. In other words, to benefit the 
income beneficiary the remainder inter- 
est would ceriainly not keep pace with 
any change in purchasing power. On 
the other hand, if stocks of companies 
which we felt had better than average 
chances of growth were held, the income 
beneficiary would be severely penalized 
because of the relatively low yields in- 
volved. Since stock prices fluctuate with- 
in very wide ranges during a period of 
extreme inflation, if purchases happen 
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REAL ESTATE 


It may be necessary to employ a trustee quali- 
fied to do business in Illinois when an out-of-state 
trust or estate holds Illinois realty. Then you will find 
it a matter of good judgment to suggest the services 
of Chicago Title and Trust Company. 

We have been continuously active in trust ad- 
ministration since 1887. Our unusual background 
and experience in all real estate matters qualify us. 
to give you and your customers full cooperation on 
both corporate and personal trust matters. 


0 TITLE ayo TRUST COMPANY 


111 West Washington Street, Chicago 2, Illinois 


843. 








Southern California 
Edison Company 


PREFERRED DIVIDENDS 


ORIGINAL PREFERRED STOCK 
DIVIDEND NO. 166 


CUMULATIVE PREFERRED 
STOCK 4.32% SERIES 
DIVIDEND NO. 15 


The Board of Directors has author- 
ized the payment of the following 
quarterly dividends: 

50 cents per share on Original 
Preferred Stock, payable Decem- 
ber 31, 1950, to stockholders of 
record on December 5, 1950. 

27 cents per share on Cumulative 
Preferred Stock, 4.32% Series, 
payable December 31, 1950, to 
stockholders of record on Decem- 
ber 5, 1950. 


P.C. HALE, Treasurer 


November 17, 1950 
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Dividends were declared by the 
Board of Directors on 
December 4, 1950, as follows: 


4% Cumulative Preferred Stock 
35th Consecutive Regular 
Quarterly Dividend of One Dollar 
($1.00) per share. 


$5.00 Par Value Common Stock 
Regular Quarterly Dividend of 
Eighty Cents (80¢) per share on 
1,000,000 shares outstanding 
prior to stock dividend. 


Both dividends are payable December 29, 
1950, to stockholders of record at the 
close of business December 20, 1950 


Robert P. Resch 
Vice President and Treasurer 


* 


INTERNATIONAL MINERALS 
& CHEMICAL CORPORATION 
General Offices: 20 North Wacker Drive, Chicago 6 


Ob 


to synchronize with the top of one of 
these violent swings, it may take years 
before the stocks recover to the prices 
at which they are carried on the books. 
This predicament may become more in- 
tensified in the future because of the 
uneven impact of social and economic 
conditions on a given corporation. 


Tempering a Two-Way Risk 


Before yielding to the pressure to buy 
more common stocks it should be borne 
in mind that with the exception of a 
few minor setbacks in the stock market 
in 1938, 1940, 1942 and 1946, there 
has been an almost uninterrupted bull 
market. Also, dividends received in the 
1935-1950 period have been larger than 
in nearly any other period, possibly 
excepting 1928-1929. Therefore, if we 
act on the theory that a large percentage 
of any trust fund should be in common 
stocks as a hedge against a further in- 
crease in taxes and in the cost of living, 
a trustee must be prepared to take the 
risk that at some future date economic 
conditions may take a turn for the worse 
and materially reduce principal values 
and dividend returns. 


Trustees will undoubtedly use a com- 
bination of fixed income securities and 
common stocks. With the fixed income 
section logically confined to high grade 
securities with fairly short maturities. 
Even so he will be hard put to maintain 
the purchasing power of either the 
principal or income of a trust, even 
though he uses a large percentage of 
the funds in the purchase of common 
stocks. 

A trustee will have difficulty in decid- 
ing the proportion of stocks to hold in 
an account; in the selection of those 
stocks and in the timing of their pur- 
chase, but these same difficulties will 
be experienced by every individual in- 
vesting his own funds. 


The result of a welfare state and a 
government program of inflation is usu- 
ally to deplete the savings of the upper 
and middle classes and eventually to 
reduce the standard of living of all the 
people in the country. 


& 8&8 & 


Investment Record Claimed 


In recently announcing the election 
of an Advisory Board composed of men 
active in the management of leading 
Boston financial institutions, Investment 
Trust of Boston cited what it believes to 
be the outstanding investment record 
of any mutual fund. It remarked that a 


$10,000 investment at the time of the 
original offering price in 1931] has a 
market value now of more than $100,- 
000. In addition $21,900 in cash divi. 
dends have been paid and $8,760 in 
realized gains. 





Unton CarBipr 


AND CARBON CORPORATION 


UCC) 


A cash dividend of Fifty cents 
(50¢) per share on the outstanding 


capital stock of this Corporation 
has been declared, payable Janu- 
ary 2, 1951 to stockholders of ree- 
ord at the close of business Decem- 
ber 1, 1950. 


KENNETH H. HANNAN, 


Secretary 








84th Consecutive 
Quarterly Dividend 


20¢ a share from ordinary income, and 
30¢ a share distribution from securi- 
ties profits. Payable December 27, in 
cash or stock at shareholders’ option, 
to stock of record December 9, 1950. 


—_—_—_——— LT | 


N 


WALTER! L. MORGAN, Fresicent 
Philadelphio 2, Po. 


| 


CHEMICALS 


PLASTICS 


CELANESE 


| eer Board of Directors has this day 


declared the following dividends: 


FIRST PREFERRED STOCK 
$4.75 SERIES 
The regular quarterly dividend for 
the current quarter of $1.1834 per 
share, payable January 1, 1951 to 
holders of record at the close of busi- 
ness December 8, 1950 


7% SECOND PREFERRED STOCK 


The regular quarterly dividend for 
the current quarter of $1.75 per share, 
payable January 1, 1951 to holders 
of record at the close of business 
December 8, 1950. 


COMMON STOCK 


75 cents per share, payable December 
23, 1950 to holders of record at the 
close of business December 8, 1950. 


R. O. GILBERT 
Secretary 
November 28, 1950. 





TRUSTS AND’ EsTATES 





: 


S 


the 

whi 
ban 
whe 
of « 
mea 


all i 
T 


proj 
tion 
the 
sma 
the 
side 
goo 
emp 
to bh 
unre 
mak 
to 
ofte 
of € 


T 
whi 
dete 
and 
T 
pers 
inte 
seve 
con 
verl 
plet 
mar 
ply 
forr 
perc 
fave 
tabi 
que! 
the 
viev 
T 
givi 
feel: 













































































































































Royce 


INCE the cad of the war banks across 
the nation have been concerned with 
the problems of personnel. The things 
which are being done for employees in 
banks vary so widely that the banker 
who tries to benefit from the experience 
of others is hard put to decide which 
measures to follow. He cannot put them 
all into practice — cost prohibits that. 


The problem of setting up a personnel 
program [requires] first, the determina- 
tion of major grievances and desires of 
the majority of the employees. In the 
small rural bank where the president and 
the most junior employee work side by 
side, the communication between them is 
good. Where there are several hundred 
employees, communication lines are apt 
to break down. Bankers who depend on 
unreliable communication lines may 
make conscientious and expensive efforts 
to satisfy their employees’ wants, but 
often they over-look important elements 
of employee desires. 


Two Methods 


There are two general methods by 
which the employees’ attitude may be 
determined: the individual interviews, 
and the anonymous questionnaire. 


The obvious way to find out what a 
person is thinking is to ask him. This 
interview approach may take any one of 
several forms, ranging from a highly 
controlled interview, which is simply a 
verbal questionnaire, to one almost com- 
pletely uncontrolled in which the pri- 
mary objective of the interviewer is sim- 
ply to keep the interviewee talking. In the 
former, the tabulation of results is by the 
percentage of employees answering in 
favor of each question. In the latter, the 
tabulation is principally by the fre- 
quency with which a subject appears in 
the conversations of the several inter- 
viewees. 

The interview has the advantage of 
giving some indication of intensity of 
feeling, and it can also yield shades of 


Excerpts from an address delivered at the New 
Jersey Bankers Assn. Trust and Banking Con- 
ference, Asbury Park, Nov. 1950. 
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Attitude Survey 
VARUE OF OPINION RESEARCH IN BANK FIELD 


HOWARD J. MORRIS, Jr. 


meaning which would be hidden in a 
questionnaire. There is also something to 
be said for the therapeutic value of the 
interview — a chance to “get it off their 
chest.” It is true that a questionnaire has 
some of this same value, but talking out 
the trouble has somewhat more value 
than writing it. 

In a large bank with many employees 
it becomes impracticable to interview all 
of the employees, and the problem of 
selecting a representative cross-section 
arises. This can be met by selecting 
every fifth or sixth or tenth name from 
the company roles, depending upon the 
sample size desired. 


In the hands of skilled interviewers 
the interview method produces good re- 
sults. Its reliability, however, depends 
upon the ability of the interviewer. With- 
out the assistance of professionals the 
interview method appears to have too 
many pitfalls to justify its use except as 
a possible supplementary tool. 


Questionnaire Analyzed 


If the written questionnaire is to be 
used, even before preparation of the 
questionnaire itself, the objectives of the 
questionnaire should be thoroughly dis- 
cussed and understood by top manage- 
ment. The questions should be in such 
form that they can be easily, positively 
understood and readily answered. Choice 
of words and terms must be within the 
common usage of all employees regard- 
less of education or department. Care 
must be exercised in drawing up the 
questions in order to have them accur- 
ately define the areas of the answers as 
well as to have them simple and clear. 


There are two general types of ques- 
tions. The first and the most frequent is 
the question which is answered on a 
graded scale of answers appearing along- 
side the question. An example of this 
type question follows: 

What do you think about working con- 
ditions? 

seni (1) They are much better than 

average 


Assistant Vice President, First National Bank, Montgomery, Ala. 


They are better than aver- 
age 


They are average 

They are worse than average 
They are much worse than 
average 

The employee places a check mark oppo- 
site the statement which most nearly 
suits his opinion. 

The second type sometimes referred to 
as the open-ended question calls for an 
answer in the respondent’s own words, 
as for example: 


“Tell in your own words what you 
think about working conditions in 
this bank as compared to average 
working conditions elsewhere.” 


The questionnaire may be mailed to 
the employee’s home where he fills it out 
and returns it to an address other than 
the bank, or it may be given to employ- 
ees in groups and filled out on the spot. 
The employee must be assured of anony- 
mity in either case. 


The Mail-Out 


The administration of the mail-out 
method is simpler because it is usually 
difficult to gather a group of employees 
together. The advocates of this method 
feel that the employee is more apt to 
open his mind in his search for the true 
answers to the questions when he is at 
home. However, he may defer answering 
it until he has had a chance to discuss 
the matter with other employees. Since 
what is sought is a real opinion of the 
individuals, then this is a disadvantage. 


A serious objection to the mail-out 
method is that there is apt to be less than 
100% return. The missing returns may 
tend to weight the results since there is 
no control exercised over which employ- 
ees answer and which do not as in the 
case of sampling. The group method 
does not permit the interchange of. ideas 
about the survey between the employees 
after the questionnaire has been distrib- 
uted and the meeting is subject to the in- 
fluence of the person addressing it. 


The advantages of the questionnaire 
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system over the interview system are sev- 
eral. It is possible to obtain the opinion 
of the entire organization without having 
to depend upon a sample of opinion as 
in the case of the interview method. The 
questionnaire is inexpensive and rela- 
tively easy to administer. Employees may 
be more easily convinced of anonymity 
of the questionnaire. 


Preparing Questionnaires 


For the reasons outlined the question- 
naire method was selected in a case with 
which I am familiar. Only members of 
the bank staff itself were engaged to con- 
duct the study. 

Total staff numbered 140 officers and 
employees. There were no known per- 
sonnel problems of unusual gravity. 
There was believed to be an average 
amount of unrest, griping and minor 
grievances. Turnover was thought to be 
somewhat higher than normal. Personnel 
responsibilities were in the hands of the 
Vice-President and Comptroller who 
spent an estimated 20 per cent of his 
time on personnel work. Communication 
between top management and the rank 
and file of employees was not believed to 
be good. 

A series of conferences with manage- 
ment yielded the following list of sub- 
jects to be explored: 

1. Employee opinion of the bank as a 

place to work. 

2. The satisfaction employees derived 
from their work and how much self 
respect they carried from it. 

3. Employee opinion on promotions 
and chances for advancement. 

4. Employee opinion on working con- 
ditions. 


5. Employee opinion on wages. 


6. How much the employees knew 
about and what they thought about 
the various non-salary compensa- 
tions. 


7. Suggestions for improvement. 


The first draft of the questionnaire 
was checked against Thorndikes ““Teach- 
ers Work Book of 20,000 Words.” But 
longer words which were peculiar to 
banking business and had broad usage 
within the bank were retained. 


When content and tone were satisfac- 
tory clarity of the questionnaire was 
tested on five employees selected to gide 
a wide coverage in the various depart- 
ments. Each was interviewed separately. 
His assistance in reassuring the other 
employees was solicited. Each was asked 
to read every question to see if he under- 
stood it. With one exception the five em- 
ployees talked quite freely, even volun- 
teering helpful comment. 


Met In Lobby 


The physical arrangements for the 
meeting presented problems. For psy- 
chological reasons it was believed desir- 
able to present the questionnaire to the 
tested on five employees selected to guide 
entire staff at one meeting. The presi- 
dent opened the meeting and described 
an attitude survey and the bank’s rea- 
sons for conducting it. He emphasized 
for absolute honesty in 
reporting opinion and the 
group on the question of anonymity. 


the necessity 
reassured 


When the initial tabulation of results 
had been completed, selected excerpts 
were published in the house organ. At 





ae 





dh 





Rare among the smaller banks are complete employee dining facilities. Above is a view 


of the club room of the First National Bank & Trust Co., Asheville, N. Car., which 

includes an all-electric kitchen from which meals are served at cost, but which can be 

shut off from the rest of the room. Used as a recreation center, the room provides table 

tennis, shuffle board, a sound movie projector and provisions for future installation of 
a television set. 
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the same time a copy of the tabulation 
was placed in the Comptroller’s office 
and employees were invited to inspect 
the copy. 


Checked Findings 


Results are discussed here in order te 
show a sample of the sort of personnel 
ills which may be discovered through an 
attitude survey. Although on the whole, 
the employees indicated _ satisfactory 
morale, there was adverse comment. 


The outstanding single fact in the sur. 
vey is that the general level of morale is 
satisfactory. This is made clear at many 
points: 67°% of the staff stated that the 
bank is above the average as a place to 
work; 90% would not take another job 
offered at the same pay; 83% plan to 
work in the bank indefinitely; 97% feel 
satisfied with the way they handled their 
jobs at the end of a day’s work; 67% say 
that their work is interesting. All of this 
good comment was in the face of a staff. 
wide opinion that wages are low: 45% 
felt that wages were average while 53% 
felt that they were below the community 
average. 

Staff opinion on promotion and ad- 
vancement was for the most part neither 
bitter nor optimistic: 70% feel that they 
have little chance for advancement but 
80° felt that most of the promotions 
made were wisely chosen. 

The statistics showed a considerable 
staff ignorance about the various non- 
salary compensations provided. Large 
sums have been expended and these fig: 
ures showed that the bank was not get- 
ting full credit for its efforts. An educa- 
tional program was clearly indicated 
here. Steps taken to cure some of these 
problems included a 32 page booklet 


which was heavily illustrated with car- | 


toons and which outlined the benefits of 
all non-salary compensations. In addi- 


tion to the retirement plan, group life in- | 


surance, hospital insurance, sick leave | 


and other benefits were described. A run- 
ning line of squibs in the house organ 
kept the benefits constantly before the 
employees. 


Of the many physical assets graded on 
the questionnaire, the only ones receiv- 
ing adverse comment of a significant 
portion were the wash rooms and 


Tress 


rr aR Nd 


lounges. One out of three employees | 


thought that they were bad. An inspec: 
tion revealed that the employees criti- 
cism was justified and accordingly 
$3,000 work on improvements and addi- 
tions was commenced within three weeks 
after the survey. 


Although no question was asked about 
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the Christmas bonus, considerable volun- 
tary comment vps made about it. Judg- 
ing the intensity of the feeling on the 
basis of the freyuency of the comment, 
it appeared as a matter looming impor- 
tant in the minds of the staff. As a result 
the bonus was raised by 2% of the an- 
nual salary. An announcement was 
made, giving credit to the response on 
the attitude survey for the increase. 


The results which have been discussed 


| so far, together with others of less mo- 


— 


ment not discussed here, were enough to 
justify the survey and warrant another 
on the anniversary of the first. Most 
valuable result of this survey, however, 
is the fact that management now knows 
the tone as well as the content of what 
employees think about the bank. 
A A A 


GM Splits Pension Fund 


Among Seven Banks 


General Motors 
banks as trustees for its employee retire- 


has selected seven 
ment fund covering an estimated 400,- 
O00, it last month. By 
splitting the fund, which is expected 
to run into billions of dollars, the com- 
pany plans to draw upon a broad pool 


was announced 


of investment knowledge. Banks selected 
are: First National Bank of Chicago: 


Chase National Bank, New York; Guar- 
anty Trust Co., New York; J. P. Mor- 
gan & Co., New York; Old Colony 
Trust Co., Boston; National Bank of 
Detroit; and Mellon National Bank & 
Trust Co., Pittsburgh. The annual de- 
posits, it is estimated, will be around 
60 million. The proportion to be allo- 
cated to each bank was not disclosed. 


Though each bank will have sole in- 
vestment authority over the funds in its 
own trust, all will work closely in invest- 
ment matters with the newly appointed 
co-ordinator, Clarence Stanley, who has 
retired as a partner of Morgan Stanley 


& Co. 
A 2 & 


Silver Anniversary for 
Maine Fiduciaries Association 


Sheldon F. Goldthwait, president of 
the Bar Harbor Banking and Trust Co., 
was elected president of the Corporate 
Fiduciaries Association of Maine at the 
25th anniversary meeting held in Port- 
land on November 17. He succeeds Erwin 
S. Anderson, trust officer of the Mer- 
chants National Bank of Bangor. Dura 
S. Bradford, trust officer of the First 
Portland National Bank, was chosen vice 
president, while Alden H. Sawyer, vice 
president of the National Bank of Com- 


merce of Portland, was again re-elected 
secretary-treasurer. 


To celebrate the occasion, a number of 
distinguished guests were present, in- 
cluding Raymond H. Trott, president of 
the Trust Division of the American 
Bankers Association and president of the 
Rhode Island Hospital Trust Co., Prov- 
idence. Citing the dangers of Communism 
and Socialism, Mr. Trott urged his aud- 
ience to preserve Democracy through 
strength and the will to fight. 


“Great care must be taken to keep 
government fiscal policies on a sound 
basis,” he said. “All government projects 
not immediately necessary must be cur- 
tailed. Taxes must be equitably levied. 
The all too prevalent practice of using 
tax laws for alleged social reforms 
should be stopped. Industrial production 
for defense purposes should be expanded, 
and tax laws should encourage ‘risk effort 
rather than retard it. Individual thrift 
should be encouraged. The forces of in- 
flation must be met with powerful 
weapons vigorously used. Opinion as to 
methods may differ but all must agree 
that the sanctity of the dollar must be 
preserved if our economy is to remain 
strong.” 


In the principal address of the even- 
ing. Professor A. James Casner of 
Harvard Law School spoke on “Corporate 
Fiduciaries — A Look into the Future.” 





We maintain complete trust 


services for individuals and corporations. We invite your 


inquiry whenever we can be of assistance in this area. 


CITY NATIONAL BANK 
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MODIFIED PRUDENT MAN RULE 


HERE has been continuing discus- 

sion about the private and social 
desirability of broadening fiduciary in- 
vestment powers in the few remaining 
states in the American Union which have 
not already taken substantial action in 
that direction. The somewhat unusual 
action which has been taken by New 
York State in adopting the 35% rule 
seems to me, however, to have thrown 
something of a hazard into the picture. 
There is, apparently, no difference of 
opinion about the desirability of aban- 
‘ donment of the so-called legal list ap- 
proach. The difference arises upon the 
question as to whether it would be wiser 
to adopt a so-called modified or frac- 
tional relaxation, as New York has done, 
or whether it would be better to adopt 
the entire Prudent Man Rule, with all 
of its traditions and connotations, as 
exemplified by the Model Prudent Man 
Statute. 


The report of the trust investment 
study committee of the New York Trust 
Division which preceded the passage of 
the statute clearly reveals how severely 
limited the committee felt itself to be 
in the breadth of its recommendation. 
The unhappy experiences of the depres- 
sion years, especially in the field of 
participating mortgages, and the general 
onus which has customarily been placed 
upon Wall Street in difficult times, have 
served to make New York bankers doub- 
ly cautious in all matters concerning in- 
vestment. In the trust field the long con- 
tinued conviction of two New York sur- 
rogates has combined also to make the 
atmosphere of trust investment reform 
in New York a difficult objective. And 
there must be added to this generally 
nervous condition of things the long es- 
tablished addiction on the part of the 
courts and the assembly in New York 
to the legal list concept. It is a tacit as- 
sumption in American social and politi- 
cal struggles that half a loaf is better 
than none. In this case it appeared after 

From address before 22nd annual Trust and 


Banking Conference, New Jersey Bankers Associa- 
tion, Nov. 15. 
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MAYO A. SHATTUCK 


Haussermann, Davison & Shattuck, Boston 


a discriminate weighing of all stresses 
and choices that 35 per cent of a loaf 
was likely of attainment; it was 35 per 
cent of a loaf, therefore, that was sug- 
gested, and it was 35 per cent of the 
loaf that was received. 


Now a crass outsider could take a con- 
temptuous viewpoint of that approach, 
or an impractical view of its value. I 
could say with high idealism, but very 
poor judgment, that it would have been 
better to have all or nothing. I don’t 
think that anything would be gained by 
that method of approach and I hope 
that New Jersey will not be satisfied to 
take unto herself those troubles. 


Forced Compromise 


The committee report in New York 
frankly acknowledged the sort of com- 
promise to which the committee felt 
compelled. The document itself is a 
superb contribution to trust statistics. 
The conclusion seems weaker, however, 
than the study itself. The committee says 
at page 69. “Certainly there is nothing 
startling in these proposals. If to some 
they seem too sharp a break with present 
practice, to others they will seem sur- 
prisingly moderate.” These are mani- 
festly the words of people who have 
laboured to produce a compromise and 
who hope that they have succeeded. 


Like most compromises the solution 
is open to attack from both flanks. It is 
axiomatic among lawyers that the lay- 
man’s perfectly natural “fifty-fifty” so- 
lution affords justice to no one. Thus 
if A asserts that B owes him $1,000 and 
B asserts that he owes A nothing, there 
is little of reason or justice in declaring 
that B owes A $500. Where one is deal- 
ing with a legal system it is an exceed- 
ingly dangerous procedure. 


In administering the Prudent Man 
Rule we do not deal merely with permis- 
sion to purchase common stocks. We deal 
with a co-ordinated web of restraints 
and a system of signals prescribed for 
a fiduciary in the discharge of all of his 
managerial functions. Should he insure 


the trust property? Should he keep books 
and render accounts? Should he hire or 
fire an agent? Should he develop real 
estate? Should he amortize or depreci- 
ate? In all cases the answer comes back 
unfailingly — what would a man of pru- 
dence, discretion and intelligence do in 
relation to management of his own prop- 
erty. Guided by that rule, applied to all 
phases of trust administration, a sound 
fiduciary and a sound judge would be- 
come able, before long, to approximate 
justice with a sort of instinctive feeling. 

Only two prohibitions are imposed, 
both sweeping and comparatively under- 
standable; one against a lack of faith- 
fulness, the other against speculation. 
Indeed this rule fits most satisfactorily 
into the fabric of law which controls 
most of our lives. We each owe to our 
neighbors and business associates due 
care under the circumstances from time 
to time prevailing. We do not owe 35 
per cent of due care and 65 per cent 
of an absolute predefined duty. To in- 
sert that mathematical factor is to dis- 
tort a system which is the product of 
hundreds of years of social and judicial 
evolution. 


Commingling and Diversification 

Then look at the tangle which arises 
from mentioning common trust funds, 
for example, while their counterparts, 
the investment company and the invest- 
ment trusts are omitted altogether. An 
individual trust fund may now invest 
in a trust fund. A common 
trust fund may invest 35 per cent in 
non-legals. May an individual trust 
which is invested 35 per cent in non- 
legals now place $50,000 (the permitted 
amount) into a trust fund 
which itself has invested 35 per cent in 
non-legals ? 


common 


common 


And what about the theory and prac- 
tice of diversification? A spreading or 
dispersal of the risk is deemed essential 
in any conservative investment program. 
It was not so necessary, in theory, un- 
der the legal list rule, for under that 
rule all permitted securities were con- 
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clusively presumed to be “safe.” Shall 
we now require diversification for the 
35 per cent fraction and dispense with 
it for the 65 per cent fraction? 


And what about diversification of 
classes or types of securities when the 
most that can be permitted of equities 
at any time is 35 per cent? And 35 per 
cent as of what time? At the outset, as 
of 1929, or as of 1933? This arrange- 
ment, if it is a “formula plan,” is truly 
a fixed formula plan of extraordinary 
rigidity. The variable power of diversi- 
fication which is available in every other 
walk of life, within the reasonable limits 
of prudence, discretion and intelligence, 
is denied to the lonely and harassed fidu- 
ciary who is on the most difficult walk 


of all. 


The record and experience of the most 
successful investment companies and in- 
vestment trusts show how completely 
diversification of the risk is the hand- 
maiden and direct corollary of proper 
investment management. The Board of 
Governors of the Federal Reserve Sys- 
with trust 
funds, the Securities & Exchange Com- 


tem, relation to common 
mission and the Congress which enacted 
the Investment Companies Act of 1940, 
were all persuaded that thorough diver- 
sification is a prime requisite in all of 
these fields. But diversification makes no 
sense unless the whole capital formation 
be taken into account. Is a_ fiduciary 
fund properly diversified if it is 65 per 
cent in selected equities? Is it properly 
diversified if it is 65 per cent in G bonds 
and 35 per cent in selected equities? 
Not as the court in Harvard College v. 
Amory saw it and not as I see it. 


Claimed Virtues of Compromise 


This compromise rule is said to be 
safer for unskilled individuals and small- 
er corporate trustees who do not possess 
extensive research departments. No sta- 
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tistic is quoted showing that losses in 
the smaller towns ever exceeded those 
in the larger cities — indeed I have my 
doubts upon that subject, speaking gen- 
erally. The fact is that the risk of bad 
selection is not as real in respect of 
prime and generally accepted equities as 
it is in some first grade, let alone sec- 
ond grade, bonds. Indeed the entire 
premise of the New York Committee’s 
report is based upon the realization that 
no system of grading of debt obligations 
has ever yet been evolved which could 
be relied upon for very long. My wager 
is on the proposition that the country 
banker and the individual fiduciary will 
not lag far behind his big city profes- 
sional trust brother in purchasing and 
balancing his list of top grade stocks. 

The other possible virtue of compro- 
mise is the legal list is easier to admin- 
ister, and safer in the hands of incompe- 
tent judges. But neither of these alleged 
virtues is found to have substance if the 
testimony of history is taken into ac- 
count. The most horrendous miscarri- 
ages of justice of which I am aware in 
the trust field have taken place in legal 
list jurisdictions. And the insistent de- 
mand for reform in all legal list states 
has been based upon the positive realiza- 
tion that the legal list approach, includ- 
ing the fixed percentage concept, has 
proved not only difficult, but under cer- 
tain circumstances impossible to ad- 
minister. 


Yield to Beneficiaries 


Recently I received a letter from one 
of the trust officers in this state, which 
describes the author’s review of two 
common trust funds operated by his 
bank: 

“This afternoon I have been reviewing 
our two common trust funds. Both are ap- 
proximately a half million in size and we 
have been operating each of them about 
two years. At the last quarterly period the 
restricted fund, which is made up of 76 
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per cent bonds and 24 per cent preferred 
stocks, showed a market depreciation 
against cost of $1,100 and a yield of 3.0% 
per cent, whereas the discretionary fund 
which is made up of 52 per cent bonds, 
10 per cent preferred stocks, and 38 per 
cent common stocks, showed a market ap- 
preciation of $12,000 and a yield of 4.10 
per cent. In today’s market the deprecia- 
tion in the restricted fund amounts to 
$1,700. Had this fund been invested entire- 
ly in U. S. Treasury 2%s of 1958/56 the 
loss in today’s market would have been 
over $4,200 instead of $1,700.” 

If you assume a family fund of 
$100,000 invested in these two fashions 
you perceive that the life tenant receives 
from one of them an annual sum of less 
than $3,000; from the other, a sum in 
the neighborhood of $4,000. Leave 
aside all aspects of declining purchas- 
ing power of the dollar, and you find 
that side by side in good times and bad, 
the Prudent Man Rule outperforms, in 
dollar yields, the prescribed investment 
formula. 

The challenge is this. Does a modern 
state like New Jersey fear to give to the 
descendants of its hard working citizens 
the undoubted benefits of this tried and 
true investment rule? Or does it prefer 
that its own citizens shall join a minority 
of American states in providing only a 
minor fraction of those benefits? 
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INSURANCE 


(Continued from page 819) 


In a normal situation, the discernible 
risks in the application of a business 
purpose test are that monies used io 
carry insurance would not be recognized 
as a reasonable accumulation of surplus 
in determining whether or not the Sec- 
tion 102 penalty should be invoked, or 
that premiums used to carry corporate 
insurance on a stockholder’s life might 
somehow be construed as a taxable divi- 
dend. There are risks here, but unless 
insurance is specifically tied in with a 
corporate commitment to retire stock, 
I see no paralyzing danger, except pos- 
sibly in a one man company, that in- 
surance premiums can be said to be a 
dividend. If the insurance is not out of 
line with the value of a man to the 
business, and is in ratio to his salary 
rather than to his stockholding, and is 
set up as a corporate investment and is 
not committed to retire stock, I don’t 
believe we will have a Section 102 case 
unless the situation is one in which the 
penalty would be applicable anyway. 


Redemption Problem Eased 


Where there is a commitment to re- 
tire corporate stock, I prefer to see it 
backed by all the assets of the corpora- 
tion, including its future earnings and 
borrowing power, and including any 
insurance which exists. When a corpora- 
tion actually buys in the stock of a de- 
ceased stockholder, we now have two 
protections against the danger that Sec- 
tion 115(g) may be invoked to say that 
disbursement of funds to buy in stock 
is really a taxable dividend. The Treas- 
ury, in its regulations, tells us that a 
taxable dividend will not be found if 
all of a stockholder’s stock is retired. 
There are still dangers where stock is 
held by a man’s family and stock is 
purchased from an estate, the benefici- 
aries of which happen also to be stock- 
holders. 

The new tax law, following an even 
more liberal precedent in Canada, con- 
tains an amendment which permits a 
corporation to buy stock from an estate, 
provided 50°¢ of the estate is made up 
of stock in that company, without risk 
that the monies paid out by the corpora- 
tion, up to the amount of the estate iax 
liability, will be treated as a dividend. 
Closed corporations may be able to 
carry considerably more insurance for 
the same net cost than stockholders can 
personally. The capacity to buy, which 
that gives their companies, will permit 
then to hold the stock until death with- 
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out worrying about how their families 
will meet the death tax liability. This 
permits them to avoid capital gains tax 
on the increment between cost and cur- 
rent value and underpins the value of 
the stock and of the business to the 
family. 

There is, however, the Section 102 
danger in accumulating corporate buying 
power; there is a new need in estate 
planning and in determining values to 
get the holding of company stock with- 
in the required 50% ratio (this may be 
another reason for the corporation rather 
than individuals to hold the insurance). 
It is only profitable to consider such 
points with respect to a specific situation. 
And you should have the perspicacity to 
bring in experienced and _ technically 
qualified lawyers and other professional 
team-mates. 


A A A 


CONFERENCE 


(Continued from page 813) 


who advocated it never numbered more 
than 4,000 among England’s 50 million 
people. Deficit spending is our heaviest 
and most urgent liability, but still wel- 
fare is voted even though we now have 
a debt of $6,700 per family. The presi- 
dent’s “must” bills recently examined 
would require another $25 billion a 
year to carry out. 

Before World War II England had a 
living standard one-half as high as ours. 
After five years of socialism and with 
about $7 billion of American aid, their 
standard is not quite one-third ours. 
They voted so much aid to themselves 
that it takes 40° of the total national 
income. Virtually liquidated are the 
wealthy people with the result that the 
tax burden now falls heavily over the 
working people. 


If here in America we continue to vote 
the welfare that is proposed our econom- 
ic structure will crack. We will have to 
create a new economic system and when 
we do we will also create a new political 
structure. But propagandists are work- 
ing to bring this about, with the hope 
that when the break occurs, they will 
take over. 

America’s liabilities, the speaker said, 
are: a state-of-war fomented by Russia; 
encroaching socialism; paralyzing taxa- 
tion, and the movement to destroy the 
habit of thrift. Against this is the heri- 
tage of creating the American Way of 
Life which in the past 50 years has 
tripled the people’s living standards. 

The conference concluded with a 





question-and-answer panel session led 
by Gilbert T. Stephenson, director of 
the Trust Research Department of the 
Graduated School of Banking. Ques- 
tions previously submitted by delegates 
were discussed by Paul C. Butcher, sec- 
retary, Continental Illinois National 
Bank & Trust Co., Chicago; Neol T. 
Robinson, vice president and trust ofh- 
cer, Central National Bank & Trust Co., 
Des Moines; Bart A. Brown, trust offi 
cer, Citizens Fidelity Bank & Trust Co., 
Louisville; and Wiliam A. Gauvin, vice 
president and trust officer, Tower Grove 


Bank & Trust Co.. St. Louis. 


Trust Council News 
Philip K. 
charge of trust investments at the Fidel- 
ity Trust Co., addressed the November 
meeting of the Pittsburgh Life Insur- 
ance and Trust Council on the “Past, 
Present and Future Value of the Dollar.” 
The Fort Worth Trust Council on 
November 20 heard T. Dwight Williams, 
and certified public ac- 
the he- 
tween community and separate property. 
Outlining the effects of change of domi- 
cile, marriage after accumulation, rights 
of heirs and divorce, Mr. Williams gave 


Herr, vice president in 


an attorney 


countant, discuss distinctions 


suggestions on how to maintain ac- 
counting identification. 

Connecticut Life Insurance and Trust 
Council was so pleased with Bank Com- 
missioner Richard Rapport’s address on 
“Our Current Situation” at the Novem- 
ber 20th meeting that it has distributed 
printed copies of it to its members and 
other interested parties. Underwriters 
and trustmen, because of their contacts, 
are in a superior position to lead the 
fight for survival of American ideas, 
freedom and way of life. Mr. Rapport 
said, 


Milwaukee Life Insurance and Trust 
Council had as its guest speaker for the 
December 18th meeting Reginald C. 
Short, trust officer of the First Wisconsin 
Trust Co. Mr. Short, a newcomer to the 
city but a specialist in estate planning 
for two decades, spoke on “The Estate 
Planner’s Neglected Friend.” 

The growth of life insurance trusts 
was described at the November meeting 
of the St. Louis Life Insurance and 
Trust Council by Gilbert T. Stephenson, 
director of Trust Research Department, 
Graduate School of Banking. Mr. 
Stephenson estimtaed that between $12 
billion and $14 billion of insurance is 
now being set up in trusts each year. 
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FORUMS 


(Continued from page 835) 


trust company, estate planning and 
wills; and John Whitten, vice president 
of the trust company, on trusts and taxes. 

Elmira (N.Y.) Bank & Trust Co. put 
three-lecture series concluding 
with its largest audience — over 400 
women November 15th. This 
session was addressed by Joseph Tracht- 
man, New York legal editor of Trusts 
AND Estates, whose subject was “Plan- 
ning Your Estate.” Explaining the vari- 
ous methods of disposing of wealth, Mr. 
Trachtman stressed the importance of 


on a 


on 


competent estate management as well as 
careful draftsmanship. 


A A A 


Estate Planning Seminar 

The Chicago Chapter Chartered Life 
Underwriters put on an outstanding all- 
day estate planning seminar on Novem- 
ber 17 for attorneys, accountants, trust 
oflicers and underwriters. Two of the 
four authorities in the field gave morn- 
ing and afternoon lectures as follows: 

Kdward W. Nippert, vice president 
and trust Fifth Third Union 
Trust Co., Cincinnati: “Facts of Estate 
Planning”; “The Trust and Estate Plan- 


ofhicer. 


ning.” 
Walter D. Freyburger, tax counsel, 
New York Life Insurance Co.: “The 


Will and Estate Planning”: “The Gift 
and Estate Planning.” 

i. H. White, editor of Insurance Re- 
search & Review of Indianapolis spoke 
on “Definition and Philosophy of 
the 
concluding question and summary pe- 


state Planning” and conducted 
5 


riod. 
delivered 


A. Sakol, C.P.A.., 


‘Business 


Samuel 


a lecture Interests and 
Estate Planning.” which will be pub- 


lished shortly. 


on 





Joseph Trachtman, right, speaker at Wo- 
men’s Finance Forum sponsored by Elmira 


(N. Y.) Bank & Trust Co., shown with 
vice president and trust officer Mark R. 
Brinthaupt. 





Bank Holds Estate Planning 
Seminar 


The First National Bank of New Ro- 
chelle, N. Y., held its annual seminar on 
“Current Tax Planning” in the bank’s 
offices on December 2. Three speakers 
identified with various publishers ad- 
dressed members of the local Bar and 
other guests. 

Earl R. Hudson of Kennedy-Sinclaire, 
Inc., discussed factors to be considered 
in planning a will. John P. Courts of 
Prentice-Hall, Inc., outlined the practice 
and procedure as to death tax returns. 
Samuel J. Foosaner of TRUSTS AND 
Estates highlighted the Revenue Act of 
1950 and pending tax legislation. 

President Ernest H. Watson and vice 
president-trust officer J. P. Cummings 
served as hosts. 

a A A 
New Estate Planning Course 


With the appointment of Solomon 
Huber, C.L.U., to its faculty, The New 
School for Social Research in New York, 
leading privately supported center for 
higher adult education, has announced 
two courses dealing with life insurance. 
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Mr. Huber, a prominent figure in life 
insurance circles for two decades, will 
be chairman of the five-week course, be- 
ginning April 26, on Public Relations in 
Life Insurance. Future courses will deal 
with estate planning, programming, 
trusts and taxes. 

Fieldmen will have an immediate op- 
portunity to enroll in Practical Methods 
in Estate Planning and Programming, 
a 15-week course beginning Wednesday, 
February 7. An able faculty has been 
assembled under Mr. Huber’s associate 
general agent Stuart Monroe, formerly 
assistant counsel for Equitable Life of 
the United States. This course is open 
to non-credit as well as matriculated 
students, registration closing January 
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Women Shareholders 
Hold Own Forum 

Without waiting to be invited by a 
bank The Federation of Women Share- 
holders in American Business, Inc., has 
started a finance course at New York’s 
Town Hall. Under the title “You And 
Your Dollars — in a War or Peace 
Economy,” the sessions are to be ad- 
dressed by 30 eminent specialists. At- 
tendance at the meetings is large and 
includes about 10% men. 


IN 
CANADA 


Guaranty Trust Company 
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ped and eminently quali- 
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The Capitalabor Team 


U. S. Steel Wage Rise 
Boosts Prices 

U. S. Steel Corp. and C.I.0. Steel- 
workers’ agreement on wage rises aver- 
aging about 16 cents an hour to be cov- 
ered by a 5%2% average increase in 
product prices, according to late reports. 
The wage boosts affect some 155,000 pro- 
duction employees and is the fifth post- 
war round. The “big steel” agreement 
was expected to be followed by quick 
union agreements with other steel com- 
panies. 


CIO Fears Unemployment 
In Coming Months 

Criticism of the Administration’s mob- 
ilization policies and concern over pos- 
sible unemployment during transition to 
armament production marked C.I.O.’s 
12th annual convention in Chicago last 
month. A vigorous resolution was sharply 
critical of “piecemeal measures” and 
“shot in the dark” operation by federal 
mobilizers. Concern over prospective un- 
employment was echoed from Washing- 
ton less than a month later when the 
mobilizers themselves were reported wor- 
rying about means of holding down un- 
employment in the first quarter of 1951. 
Extreme tightness of manpower is ex- 
pected by June or July. 


Eastman Employees Average 
$400 “Wage Dividend” 

Forty-five thousand employees of East- 
man Kodak Co. last month were voted a 
“wage dividend” of an estimated $18 
million. The dividend, averaging $400 per 
employee and largest in the company’s 
39-year history, will be paid March 9, 
1951. 


Also ordered was a cash dividend of 
60 cents a share on common stock of rec- 
ord December 5, payable January 2, and 
a stock dividend of one share for each 
10 now held, payable January 20, to 
stock of record December 20. 








PRODUCTION AND WAGE COSTS 
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Productivity, or pre, ae man- a 
in ten leading manufacturing industries, is 
now about 18% above 1939. The general 
trend has been upward since 1945, and par- 
ticularly since early 1948. Wage costs per 
unit in the same industries are somewhat 
below their post-war peak but are still 
97% higher than the 1939 level. Changes in 
production per manhour since 1939 are 
shown in the above diagram prepared by 

The Cleveland Trust Co. 
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Employers Coiiiens Nearly $2 Billion 
To Employee Welfare Plans 

A total of $1,941,000,000 was the em- 
ployers’ contribution to private pension 
group insurance and welfare plans dur- 
ing 1949, according to the Department of 
Commerce “Survey of Current Business.” 
In 1046 the contribution was $1,241 mil- 
lion; in 1947, $1,585 million; in 1948, 


$1,848 million. Contributions to old-age 
and survivors’ insurance in 1949 amount- 
ed to $816 million, and in the same year 
private insurance and pension reserves 
amounted to $3,830 million. 
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THE CENTRAL TRUST COMPANY Z 
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U. S. Employment at New High 
Before Full War Impact 

Highest level of employment in the 
nation’s history was reached early in 
August, according to the Commerce De- 
partment estimate of 62,367,000 on pay- 
rolls, recently released. This was a rise 
of one million over the month before and 
750,000 over the previous high set in 
July, 1948. Unemployment fell from 3.2 
million in July to 2.3 million in Sept., 
lowest since early 1949. Joblessness had 
reached 4 million in late 1949 and early 
1950. Though the Department described 
the increase as partly the result of “ex- 
panded activity due to the Korean war,” 
Secretary of Commerce said, “The econ- 
omy was gradually moving toward full 
employment before the Korean crisis. 
With increased defense preparations it 
may be expected that this trend will 
continue at an accelerated pace.” It was 
still much too early for the economy to 
reflect the full impact of the rearmament 
effort. 


Economic Realities of Pensions 
Analyzed by Guaranty Trust 


“It takes a pension of $168 a month 
today to buy what $100 bought in 1940,” 
The Guaranty Survey, publication of the 
Guaranty Trust Co., observed in its cur- 
rent number. “How much will it take in 
1975?” It must be borne in mind, the arti- 
cle points out, that there can be no ade- 
quate provision for the future without a 
stable currency. The ¢ountry cannot pur- 
sue military, foreign-aid, subsidy, public- 
works and social-welfare programs that 
combine to produce a chronically unbal- 
anced budget without causing a progres- 
sive currency debasement that will make 
any form of social security illusory. With 
strong forces tending to depreciate the 
buying power of the dollar, an adequate 
sense of social responsibility and en- 
lightened self-interest requires all 
groups, organized labor most of all, to 
oppose the downward trend in every pos- 
sible way. The bank publication empha- 
sizes that a private pension plan is really 
a plan for compulsory saving and sug- 
gests that there would be better under- 
standing if the word “pension” were 
abandoned and private plans were called 
“retirement savings plans.” 


A A A 


Ask For Raise 
Get Company Instead 

When the employees of the street car 
system of Tampico, Mex., asked for a 
raise, the owners gave them the line, and, 
in effect, said, “You try to make some 
money out of it; we can’t.” Not only did 
the employees get the road, but along 
with it they got 15,000 pesos ($1,700) 
for working capital. Offered the cars and 
tracks in lieu of severance pay, the em- 
ployees formed a cooperative to run the 
service. 
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CONNECTICUT 


Hartford — F. Russell Abell, in charge 
of the trust investment division of HART- 
FORD-CONNECTICUT TRUST Co., has been 
advanced to vice president. 

New Haven—At 
the UNION & NEW 
HAVEN TRUST Co., 
Emil L. Roth was 
advanced to _ vice 
president while re- 
taining the post of 
secretary; W. Per- 
ry Curtiss, Jr., as- 
sistant treasurer, 
made assistant v.ce 
president; and Richard T. Jones and W. 
A. Thomson, Jr., advanced to trust offi- 
cers. Mr. Roth last month marked his 
forty-first year with the bank. 


EMIL L. ROTH 


FLORIDA 


Miami—Willard R. Brown became a 
trust officer of First NATIONAL BANK, 
having previously been a trust officer 
with CHEMICAL BANK & TrustT Co., N. Y. 


GEORGIA 


Savannah—CITIzENS & SOUTHERN Na- 
TIONAL BANK elected John B. Adams a 
trust officer at this branch. 


ILLINOIS 


Chicago—Richard M. Corbett has been 
appointed assistant trust officer of CHI- 
cAGO TITLE & TRUST Co. 

Chicago—In the investment depart- 
ment of HARRIS TRUST & SAVINGS BANK, 
Woodward Burgert has been elected a 
vice president. 

MINNESOTA 


Duluth—Chester D. Seftenberg has re- 
ceived leave of absence as vice president 
and trust officer of First and AMERICAN 
NATIONAL BANK to accept appointment 
as Deputy for Contract Financing to 
Assistant Secretary of the Air Force, 
Eugene M. Zuckert. 


NEW JERSEY 
Paterson—Albert S. Currie has been 


promoted to vice president ind trust offi- 
cer, FIRST NATIONAL BANK. & TrRusT Co. 


NEW YORK 


New York—Among office promoted 
at BANKERS TRUST Co., Ra’); W. Hem- 
minger of the pension divisicy» was made 
vice president; G. W. Farny.m of the 
personal trust division, and ;: R. Ince, 


Frank J. Jones, and J. 1) 48Mulvey, of 
corporate trust, made ey stant vice 
presidents; S. M. Ensingc§' and A. E. 
Scott of personal trust ma@e trust offi- 


cers; R. W. Halsey, Jr., p 
and C. J. Hayes and W. 
Jr., corporate trust, made ; 


sonal trust, 
McCarthy, 
sistant sec- 
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TRUST PERSONNEL CHANGES 


retaries; H. N. Koster, personal trust, 
made assistant trust officer. 


New York—CHEMICAL BANK & TRUST 
Co. appointed Arthur J. Meuche a trust 
officer in the pension trust division at the 
main office, and C. Reginald Oates a trust 
officer in charge of the personal trust 
division at the Rockefeller Center office. 
(Also see Miami, Florida.) 


New York—IRVING TRUST Co. an- 
nounced the election of Roland P. Soule 
as vice president, in charge of its re- 
search and planning division. Prior to 
joining the Irving, he was vice president 
in charge of research and development of 
American Machine and Foundry Com- 
: pany in which he 
still retains a di- 
rectorship. 


New York—NEw 
YoRK Trust Co. 
has promoted Jos- 
eph A. O’Connor 
from trust officer 
to vice president in 
Joeuru A. O’Connon the personal trust 
division. 

Rochester — Raymond F. Leinen has 
been elected to the newly created position 
of vice chairman of the executive com- 
mittee of LINCOLN ROCHESTER TRUST Co., 
and is succeeded as executive vice pres- 





RAYMOND F. LEINEN 


JOHN W. REMINGTON 


ident by John W. Remington, vice pres- 
ident and trust officer, who continues as 
trust officer. Mr. Leinen entered the 
service of the company 45 years ago and 
has served as executive vice president 
from 1930. 











WANTED: ASSISTANT TRUST OFFICER 


for a rapidly growing trust department in a large city in Minnesota. 
Applicant should have thorough training in tax, probate and other 
administrative work as well as general knowledge of all divisions of 
trust operations. He must have potential of heading up trust depart- 
ment. Age, education, trust experience, salary expected and other 
pertinent data should be included in first letter. 


Box H-12-8, TRUSTS and ESTATES 


Mr. Remington practiced law in 
Rochester until he joined the bank in 
1930. He has been in charge of the trust 
department for 20 years and has seen 
its assets grow from $48 million in 1930 
to $219 million in 1950. In 1949 he was 
president of the Trust Division of Amer- 
ee hte ican Bankers Asso- 
ey ciation. 


OREGON 


Portland—R. W. 
Lengfield, assistant 
trust officer at 
FIRST NATIONAL 
BANK, has been ad- 
vanced to trust offi- 
cer. 


R. W. LENGFIELD 


PENNSYLVANIA 


Philadelphia—Howard C. Petersen, ex- 
ecutive vice president of FIDELITY-PHIL- 
ADELPHIA TRUST Co., has been elected 
president to succeed Stanley W. Cousley, 





H. C. PETERSON 


STANLEY W. COUSLEY 


who is made chairman of the board. Mr. 
Petersen came to the bank in July 1947, 
after serving as Assistant Secretary of 
War. A graduate of DePauw University 
and University of Michigan Law School, 
Mr. Petersen was one of the principal 
drafters of the Burke-Wadsworth Selec- 
tive Service Act of 1940. He was award- 
ed the Medal of Merit, the Government’s 
highest civilian award. 


The entire career of Mr. Cousley, who 
is now 63, has been with this bank. A 
member of the Pennsylvania Bar, he has 


























been in charge of both the real estate 
and trust departments. 


Pittsburgh — 
Philip K. Herr, vice 
president in charge 
of trust invest- 
ments at FIDELITY 
TRUST Co., has been 
elected a director. 
Mr. Herr has been 
with the company 
since 1924, becom- 
ing assistant trust 
officer in 1929, trust officer in 1939, and 
vice president in 1945. He also serves 
as president of the Corporate Fiduciaries 
Association of Allegheny County. 





PHILIP K. HERR 


Shickshinny—First NATIONAL BANK 
promoted Noel B. Caverly from vice pres- 
ident and trust officer to president, suc- 
ceeding D. Z. Mensch, retired. 


TENNESSEE 
Nashville—John C. Baxter was pro- 
moted to vice president of First AMER- 
ICAN NATIONAL BANK. He became asso- 
ciated with the trust department of this 
bank in 1939 and in 1949 was advanced 
to trust officer. 


Nashville — THIRD NATIONAL BANK 
named John O. Ellis an assistant trust 
officer. He is a member of the Tennessee 
bar. 


VERMONT 


Burlington—Harrison A. Cooke suc- 
ceeds the late Frank E. McIntosh as 
president of CHITTENDEN COUNTY TRUST 
Co. Mr. Cooke joined the bank as a mes- 
senger, and advanced through the ranks 
to become trust officer in 1933, treasurer 
in 1941, and executive vice president and 
trust officer in 1947. 





When Lincoln Rochester Trust Co., Rochester, N. Y., went to the 95th Annual Palmyra 
(N. Y.) Fair and opened its “Visiting Corner” there was included a “Dollar-ometer,” (above, 
center). The Dollar-ometer was a device for measuring in dollars the height of a visitor; 
700 silver dollars were in the gadget and visitor interest was high. Another event which 
attracted attention to the bank was “Youth Day” in which Lincoln Rochester sponsored, 
for the third year, the Junior Olympic, the final event in a series of athletics begun on the 





IN MEMORIAM 


RosBert L. BLANKS, vice president and 
trust officer of CITIZENS NATIONAL BANK, 
Meridian, Miss. 

ERNEST STAUFFEN, chairman of the 
finance committee and of the trust com- 
mittee of MANUFACTURERS TRUST CO., 
New York. 

Lucius TETER, former president of the 
Savings and Trust Company Divisions of 
the American Bankers Association, one 
of the organizers and for 29 years serv- 
ing as cashier, vice president, president 
and chairman of the board of CHICAGO 
TrusT Co. 


The 


RIGGS 


NATIONAL BANK 


of WASHINGTON, D. C. 


FOUNDED 1836 


COMPLETE BANKING 
and TRUST SERVICE 


Ease, 


Member Federal Deposit Insurance Corporation ¢ 





LARGEST FINANCIAL 
INSTITUTION IN THE 


NATION’S CAPITAL 


Member Federal Reserve System 
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playgrounds of eight communities in a three-county area. 


| EMPLOYMENT EXCHANGE | 


Assistant trust officer with general 
knowledge of all trust operations, wanted 
by Minnesota bank with view to ulti- 
mately heading trust department. See 
Box H-12-8 ad on page 853. 

Assistant trust officer with administra- 
tive and tax experience wanted by bank 
with established trust department in New 
England city with good potential trust 
market. Salary $5,000, with key 
position in prospect. Address Code 12-1, 
T&E. 

Mid-western trust department seeks 
younger man with some trust experience 
and legal training for administrative 
and new business work. Salary com- 
mensurate with ability and experience. 
Code 12-2. 

Former trust officer with one of New 
York’s large banks relocate 
away from New York. Has over 25 years 
of experience in all phases of administra- 
tion and operation. Code 11-1. 

Former top trust executive and recent- 
ly public relations director for investment 
counsel firm desires re-entry into trust 
business. Is member of Bar. Code 11-2. 

Estate planner and tax consultant, as- 
sociated with large New York trust de- 
partment for 15 years, during which he 
has also had extensive accounting and 
administrative experience, seeks larger 
opportunity anywhere in the country. 
Code 10-1. 

Medium-sized, progressive trust de- 
partment in Southern city seeks trust 
administrator with experience in general 
operations. Legal training not necessary. 
Salary over $5,000 as merited, with offi- 
cer rank and opportunity for advance- 
ment. Code 10-2. 


over 


desires to 


TRUSTS AND ESTATES 


i? ——_ 


sp 
F: 
FO 


pl 


TI 





yra 
ve, 
or; 
‘ich 
red, 
the 


eks 
nce 
sive 
om- 
ice. 


lew 
ate 
ars 

ra- 


ent 
ust 
9 
as- 
de- 
he 
and 
per 


de- 
ust 
ral 
ry. 
»ffi- 


ice- 


TES 


| 





: ‘i o m is ae 


NEW LOOK IN FINANCIAL HOMES 





New ideas in arrangement and decoration mark the recently modernized quarters of the 
Manufacturers Bank & Trust Co. of St. Louis, above. Under the mural which depicts 
science and industry is the entrance to the new trust and safe deposit departments. Ample 
lobby space assures customers plenty of room and assures a sense of ease and convenience. 


MERGERS 


Los Angeles & Whittier, Cal.—CALI- 
FORNIA BANK of Los Angeles will pur- 
chase the business of WHITTIER NATION- 
AL Trust & SAVINGS BANK, subject to 
approval of shareholders of each bank. 
Present officers and employees of Whit- 
tier National will continue in their re- 
spective positions. 

Crawfordsville, Ind.—Stockholders of 
First NATIONAL BANK and the CRAW- 
FORDSVILLE TRUST Co. unanimously ap- 
proved the consolidation of the two insti- 
tutions, under the name of First Na- 
TIONAL BANK & TRusT Co. 

Newark, N. J.—Absorption of the 
UNITED STATES TRUST Co. by the Na- 
TIONAL BANK became effective November 
30, making this the largest national bank 
in New Jersey with resources of about 
$165 million. 

Lindsay & Owen Sound, Ont., Canada 
—VicToRIA Trust & SAVINGS Co., Lind- 
say, and Grey & Bruce Trust & SAv- 
INGS Co., Owen Sound, have been merged 
to form the VictTor1A & GREY TRUST Co. 
Branches of the two will be continued; 
the pooling of assets will result in a total 
of $37,000,000. 

DuBois, Pa.—Dvu Bois NATIONAL BANK 
and the DEeposir NATIONAL BANK have 
merged under the name of Du Bots DE- 
POSIT NATIONAL BANK, effective Nov. 10. 
Officers are: John Q. Groves, chairman; 
George W. Yohe, president; Fred L. New- 
meyer and John S. Horner, vice pres- 
idents; Fred D. Osborn, vice president 
and trust officer; R. K. Hoffman, cash- 
ier; Glenn E. Foltz, assistant cashier and 
assistant trust officer. 





DECEMBER 1950 





Providence, R. I. — Consolidation of 
PROVIDENCE NATIONAL BANK and the 
UNION TRUST Co. was approved by direc- 
tors of both companies, subject to ratifi- 
cation by stockholders and the Comp- 
troller of the Currency. Providence Na- 
tional is the second oldest banking 
institution in the United States, and the 
consolidated bank will operate under its 
charter as PROVIDENCE UNION NATIONAL 
BANK & Trust Co. Walter F. Farrell, 
president of the Union Trust Co., will be 
president of the consolidated bank; 


For 
ANCILLARY SERVICES 


TEXAS 


Rupert C. Thompson, Jr., president of 
Providence National, will be executive 
vice president. Trust department officers 
will include: Kenneth N. Hill, J. Emery 
Long and Charles M. Smith III, vice 
presidents; Ralph N. Battey and Burton 
H. Lillibridge, trust officers; Thomas G. 
Edward, Kenneth F. Fletcher, John M. 
Hart, Kenneth A. Kruhm and Rogers 
E. Potter, assistant trust officers. 


AAA 
BRIEFS 


Ann Arbor, Mich.—ANN ARBOR TRUST 
Co. is celebrating its 25th Anniversary 
this month. From a company which han- 
dled only a few trust accounts in its 
early years, the Trust Company now acts 
as trustee, custodian or agent for around 
$15 million, and the company’s first trust 
account still is being administered. Earl 
H. Cress was elected its president in Jan- 
uary 1941, after serving as vice president 
from 1928. Latest company function is 
trusteeship of pension and profit sharing 
accounts for seven local industrial plants. 
It also serves as trustee of bond issues 
exceeding $20 million. 


New York, N. Y.—The Quarter Cen- 
tury Club of CHEMICAL BANK & TRUST 
Co., with a membership of 230, elected 
Joseph Mazzola as president to succeed 
Ralph G. Peterson, at the Club’s annual 
meeting last month. 


New York, N. Y.—Staff members of 
the Guaranty Trust Co. representing an 
aggregate of more than 20,000 years of 
service with that bank gathered on 
November 2 in the grand ballroom of the 
Waldorf-Astoria for the annual dinner 
reunion of the Guaranty Quarter Cen- 
tury Club, honorary association of those 
who have served the Company 25 or more 
years. 


* 


76th Year of Dependable, Personal Service 


FIRST NATIONAL BANK in Dallas 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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WHERE THERE'S A WILL 


AL JOLSON, one of the outstanding en- 
tertainment personalities of the century, 
left an estate estimated at $4,000,000, of 
which 90% will go eventually to eighteen 
religious, charitable, benevolent and ed- 
ucational institutions. He directed his 
executors — his long-time personal at- 
torney and Irving Trust Co., New York 
— to set up a trust of $1,000,000 for the 
lifetime benefit of his widow and two 
trusts of $500,000 each for his two 
adopted children. Another trust of 
$100,000 is created to pay the income 
to a former wife. The principal of these 
trusts will, upon the death of the respec- 
tive beneficiaries, go into Mr. Jolson’s 
residuary estate which is divided equally 
among Jewish, Catholic and Protestant 
organizations, Columbia University, New 
York University and the City College of 
New York and other charitable func- 
tions. 


GEORGE BERNARD SHAW left the bulk of 
his fortune to public institutions, in be- 
quests variously estimated at from $500,- 
000 to $1,400,000. Distant relatives and 
his staff were variously remembered in a 
will naming the official public trustee as 
executor. 


WILLIAM McC. CAMERON, vice chair- 
man of the board of the Celanese 
Corporation of America, named a niece, 
his nearest surviving relative, as prin- 
cipal beneficiary of his estate. Bequests 
totalling $80,000 were left to seven per- 
sons including the niece and another indi- 
vidual for whom a $200,000 trust is estab- 
lished, the principal upon her death to 





pass to the niece. The residue of the 
estate, after legacies of stock to an titled 
Englishman and another, goes outright 
to the niece. In naming her co-trustee 
with Central Hanover Bank and Trust 
Co. of New York — which is appointed 
sole executor, Mr. Cameron conferred the 
broadest investment powers, including 
authority to purchase shares or interests 
in investment trusts. 


MABEL H. GREEN, daughter-in-law of 
the fabulous late Hetty Green who was 
reportedly America’s wealthiest woman 
in her day, willed the bulk of her esti- 
mated million dollar estate to the woman 
who became her companion after the 
death in 1936 of her husband, Col. Ed- 
ward H. R. Green, whose estate, it will 
be recalled, involved multiple domicile 
claims which were ultimately settled by 
the Supreme Court. After some small 
cash legacies, the residue is set up in 
trust with President and Directors of the 
Manhattan Co., also named executor, to 
pay the income to this friend and such 
amounts of principal as she may request 
in writing. She is given a general power 
of appointment by will over the remain- 
der. While reference is made to pending 
adoption proceedings, Mrs. Green stated 
that these bequests were not conditioned 
upon completion thereof. She appointed 
the Miami Beach First National Bank as 
executor of any real property in Florida. 


Mrs. HENRY Forp left most of her 
nearly nine million dollar estate to her 
nine great-grandchildren and the Edison 
Institute which operates Greenfield Vil- 
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Ancillary Administration in Michigan 


This bank invites your consideration of its facilities to serve 
in situations requiring ancillary administration in Michigan. 
We also welcome the opportunity to work with out-of-state 
organizations as co-transfer agent, co-registrar and in all types 
of personal and corporate trust capacities. 


MANUFACTURERS NATIONAL BANK 


OF DETROIT 
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lage in Dearnborn. The Institute re- 
ceives $4,000,000 for educational pur- 
poses. The bulk of the remainder of her 
63,260 shares of non-voting stock in 
Ford Motor Co. goes to the family. Mrs. 
Ford’s four children were named as exe- 
cutors. 


RECENT APPOINTMENTS of corporate 
fiduciaries include: 


George R. Gibbons, director and former 
senior vice president of Aluminum Com- 
pany of America: Fidelity Trust Co., 
Pittsburgh, co-executor and co-trustee. 


David M. Goodrich, honorary chairman 
of the board of B. F. Goodrich Co. and 
last surviving son of the founder of this 
pioneer rubber company: Bank of New 
York and Fifth Avenue Bank, co-executor 
and co-trustee 


Luther A. Harr, former Secretary of 
Banking for Pennsylvania and treasurer 
of Philadelphia; Provident Trust Co., 
Philadelphia, trustee 


James Hutton Hinch, chairman of the 
Section on Wills, Trusts and Estates, 
Association of the Bar of the City of 
New York: Guaranty Trust Co., sole 
executor and trustee 


Rex Ingram: motion picture director 
credited with the discovery of Rudolph 
Valentino: Farmers and Merchants Na- 
tional Bank of Los Angeles, co-executor. 


Walter S. Laird, president and founder 
of the Yellow Cab Co.: Fidelity Trust 
Co., Pittsburgh, co-executor 


Ransom E. Olds, automotive pioneer 
who developed the “Merry Oldsmobile” 
and later the Reo; Central Trust Co., 
Lansing, Mich.: sole executor 


Samuel A. Williams, retired vice pres- 
ident of Johns-Manville Corp.: Nashua 
(N. H.) Trust Co., sole executor. 


How Much Can You 
Soak The Rich? 


While Congress wrangles over new 
devices to hang on the tax structure final 
decision will probably be left to the mul- 
tiplication table, according to U. S. News 
& World Report. Hard facts show that 
the “soak the rich” formula is incapable 
of raising the necessary funds however 
ruthlessly applied. People with net in- 
$5.000 after deductions 
but before personal exemptions, have 
$88 billion left after paying taxes; those 
with incomes above $5,000 have $33 
billion left; those with incomes below 
$25,000 have $114.6 billion left after 
taxes: those with more than $25,000 
have $6.5 billion. 


comes below 
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ESTATE TAX 


Value of survivorship annuity not in- 
cludible in decedent’s estate. Prior to 
1931, decedent and her sister purchased 
survivorship annuity contracts, each 
paying one-half of consideration. Insur- 
ance company’s only obligation was to 
pay annuities until death of survivor. 
There was no participation in distribu- 
tion of surplus or any requirement for 
payment by company to any person of 
unrecouped purchase price of contracts. 
Upon decedent’s death in 1943, Commis- 
sioner included in decedent’s estate in- 
terest passing to surviving sister. Tax 


Court, in decision rendered prior to 
Technical Changes Act, upheld Com- 
missioner. 


HELD: Reversed; interest passing to 
sister not includible in decedent’s estate. 
Church case, which Tax Court followed, 
was to effect that retention by trust 
grantor of income for life, standing 
alone, was sufficient to render transfer 
taxable under Section 811(c) of Code. 
Impact of this decision, with respect to 
decedents dying after February 10, 
1939, was abolished by Section 7 of 
Technical Changes Act. There was no 
basis for contention that decedent re- 
tained such reversionary interest as 
Technical Changes Act requires in order 
to render transfer taxable. Estate of 
Pruyn v. Comm., C.A.-2, Nov. 3, 1950. 


Transfers made in contemplation of 
death. In 1935, decedent, aged 58, exe- 
cuted two trust instruments, one nam- 
ing his wife as beneficiary, the other his 
son. Decedent, who was designated trus- 
tee in both indentures, transferred in- 
surance policies and stock in holding 
company to trusts. As trustee, decedent 
was authorized to hold, manage, and 
deal with trust property in his uncon- 
trolled discretion, and to pay out of net 
income of trust estate (or if income was 
insufficient, out of principal) all pre- 
miums on any life insurance, endow- 
ment, or annuity issued or held under 
trusts. If any income remained, it was 
to be paid to beneficiaries in installments. 
Upon death of decedent in 1939, Com- 
missioner included property transferred 
in his estate, alleging three grounds: (a) 
transfers were made in contemplation 
of death; (b) decedent retained for his 


DECEMBER 1950 


FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 
Tax Attorney, Newark, New Jersey 


life right to designate persons who 
should enjoy property and income there- 
from; (c) value of insurance policies 
at date of decedent’s death was includ- 
ible under Section 811(g)(2) of Code. 


HELD: Transfers includible as hav- 
ing been made in contemplation of death. 
Insurance policies had value of approxi- 
mately $88,000 and corporate stock $189,- 
000. Annual premiums on _ policies 
amounted to approximately $1,300 which 
trustee was obligated to pay. Trusts 
were not created primarily for benefici- 
aries. Further, at time of transfer, dece- 
dent was “rather alarmed” about busi- 
ness conditions and protection of wife 
and son in case of his death was motive 
for transfer. Estate of Goar v. Comm., 
T.C. Memo, Sept. 21, 1950. 


Valuation of stock increased. Decedent 
died in 1944 owning stock in family 
holding company, valued at $7,000 per 
share. Company was formed in 1923 
primarily for purpose of holding shares 
of stock owned by decedent in A. O. 
Smith Corp. Entire stock of holding 
company was always owned by dece- 
dent and his immediate family. Upon 
death of decedent 408 shares of stock 
in holding company owned by decedent 
were valued by executors for estate tax 
purposes at $3,500 per share. Commis- 
sioner determined that market value 
was $7,317, taking, as a basis, mean 
selling price of A. O. Smith Corp. stock 
on New York Stock Exchange on date 
of decedent’s death. Holding company 
owned 263,265 shares of A. O. Smith 
Corp. stock. Three witnesses, called by 
decedent’s representatives, valued the 
stock at $3,135, $3,350, and $3,500 re- 
spectively. 

HELD: Value of stock was $5,700 per 
share. Tax Court arrived at its valuation 
by considering all the evidence bearing 
on the value of the investment company 
stock. It looked to asset value per share, 
and carefully reviewed earnings, divi- 
dend records and prospects for corpora- 
tion future. Estate of Smith v. Comm., 
T.C. Memo., Oct. 17, 1950. 


INCOME TAX 


Alimony payments made incident to 
divorce deductible by estate. In 1919, de- 
cedent’s wife instituted suit for legal 


separation against decedent in New 
York. Shortly thereafter, attorneys for 
parties began negotiating a financial 
settlement and separation agreement. 
Agreement provided for payment of 
$200,000 in lump sum to wife and an- 
nual payments of $30,000 during her 
lifetime. It also provided that in event 
wife subsequently brought suit for di- 
vorce, no claim for alimony would be 
made. Amount in agreement was ac- 
cepted by wife in lieu of alimony. In 
1920, wife obtained a decree of divorce, 
but asked no alimony. In 1921 decedent 
created inter vivos trust for purpose of 
making payments provided for in agree- 
ment. Commissioner included in wife’s 
income amounts received by her from 
trust in 1942 and 1943. 


HELD: Commissioner sustained. Wife 
made no claim for alimony in divorce 
action and no mention was made of ali- 
mony in decree. Settlement and separa- 
tion agreement were entered into by 
parties in contemplation of divorce, and 
payments made under it were of char- 
acter falling within scope of Section 22 
(k) of the Code. Estate of Leed v. 
Comm., 15 T.C. No. 78, Oct. 31, 1950. 


GIFT TAX 


1944 gifts not taxable. In 1930, tax- 
payer and his estranged wife entered 
into settlement agreement. In addition 
to making financial provision for her, 
taxpayer agreed to increase three trusts 
which he created in 1924 for their three 
children. Payments necessary to bring 
principal of trusts to agreed figure were 
to be spread over a period of three years. 
Taxpayer defaulted on his payments 
and action for specific performance by 
taxpayer was instituted on behalf of 
children in 1944. Compromise was 
effected under which agreed sums were 
paid by taxpayer to three trusts. Com- 
missioner determined that payments 
made in 1944 were gifts in that year. 

HELD: Transfers in 1944 were not 
gifts. Here contract to make payments 
to trust was executed by taxpayer in 
year when there was no gift tax law 
in effect and there was valuable consid- 
eration flowing to taxpayer from his 
wife. Valid contract existed in 1930 
under which taxpayer was bound to 
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make payments to trusts in later years. 
Payments were not gifts in years in 
which they were made, but were realiza- 
tions by trusts on rights acquired in 1930. 
Matcalf v. Comm., T.C. Memo., Oct. 11, 
1950. 

BUREAU RULINGS 

Payments to employee’s widow taxable 
income. In I. T. 3329 it was held that 
payments made by corporation to widow 
of officer-stockholder, without contract- 
ual obligation, are deductible by corpora- 
tion as business expense and that such 
amounts are gifts to widow and not tax- 
able income to her. This ruling was 
based on Regulations 111, Section 29.22 
(a) 2 which provides in part: “How- 
ever, so-called pensions awarded by one 
to whom no services have been rendered 
are mere gifts or gratuities and are not 
taxable.” 

Bureau now concludes that I. T. 3329 
is wrong in that it stresses position of 
payee rather than that of payor. There- 
fore, if employer makes payments to 
employee’s widow, whether pursuant to 
contractual obligation or not, in consid- 
eration of services rendered to it by em- 
ployee, such payments constitute taxable 
income to employee’s widow. Accordingly, 
I. T. 3329 is modified and that portion 
of Regulations above quoted will no 
longer be followed. J. T. 4027. 


Treatment of annuities. Under regula- 
tions existing prior to February 13, 
1949, term “annuities” included amounts 
received in periodical installments for 
fixed period, such as term of years. When 
made other than by reason of death of 
insured, such annuities were subject to 
taxation under 3 per cent rule applicable 
to all annuities. T. D. 5684 amended Sec- 
tion 29.22(b) (2)-2 of Regulations 111 to 
provide that term “annuities”, to which 
3 per cent rule is applicable, means only 
amounts received in periodic install- 
ments based on computation made with 
reference to life expectancy and mortal- 
ity tables. It provided that payments for 
fixed period of time, such as term of 
years, are only taxable after aggregate 
of amounts received exceeds considera- 
tion paid for such contracts. This amend- 
ment was made effective after Feb. 13, 
1949. It created problem, however, with 
respect to taxpayers who had reported 
income under the 3 per cent rule upon 
payments received before Dec. 31, 1948, 
pursuant to contract not based on com- 
putation made with reference to life 
expectancy or mortality tables. 

Such taxpayers, by the new ruling, 
are allowed an alternative in treating 
payments made in years ending before 
Dec. 31, 1948. If period of limitations has 
not expired, they may file claim for re- 
fund for income so reported, or they may 
regard it as income properly reported 
without disturbing returns previously 
filed. The latter course is to be followed 
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as to closed years. In such cases amounts 
treated as income will not be considered 
return of cost as would be case under 
present rule. J. T. 4028. 


PENSION TRUST RULINGS 


Pension plan permanent even though 
union contract terminated in five years. 
Trusteed pension plan was established 
by company pursuant to union contract 
which required that plan be maintained 
without change for five years. At ex- 
piration of five year period, plan could 
be modified in accordance with terms 
of contract then to be renegotiated. All 
employees of company who were com- 
pensated on hourly basis were covered. 
Plan provided for fixed benefit of $100 
per month commencing at normal retire- 
ment age 65, for those employees who 
complete 25 years of service, with pro- 
portionate benefits for those who com- 
plete 15 years service. Entire cost of 
plan was funded by company contribu- 
tions which were equal to fixed percent- 
age of wages paid to all participating 
employees. 


Bureau has ruled that trust qualifies 
under Section 165(a) of Code and is 
entitled to exemption. Deductions under 
Section 23(p) should be based on fixed 
benefits without reference to contribu- 
tions. Bureau observed that while union 
contract was to terminate at end of 5 
years, plan itself did not call for cessa- 
tion at end of stated time. It was in- 
tended to be a continuing and permanent 
program. Regarding definiteness, rela- 
tionship between fixed benefits and stated 
rates of contributions was supported by 
actuarial computation which employer 
accepted as reasonable. Further, it was 
similar to other plans that might later 
be changed or terminated. P. S. No. 64., 
Nov. 9, 1950. 


Mim. 6477 inapplicable to group perm- 
anent contract. Mim. 6477 has been ruled 
to be inapplicable to typical group perm- 
anent life insurance contract where re- 
serves are accumulated to secure retire- 
ment incomes for employees in accord- 
ance with plan meeting requirements of 
Code, and premiums are paid directly to 
insurer without use of trust. Neither is 
such a contract “an annuity contract” 
within the meaning of Section 22(b) (2) 
(B) of Code and 20.22(b) (2) (5) of the 
Regulations. 


However, since all payments under 
such arrangement are subject to speci- 
fic provisions of contract itself and 
therefore under direct administration of 
insurer, benefits provided for employees 
are taxable to them in same manner as 
if provided under a trust exempt under 
Code Section 165(a). The one difference 
is that provision in Section 165(b) re- 
garding treatment as sale or exchange 
of capital asset held for more than six 
months is not applicable. 


Accordingly, so much of premium paid 
by employer as is applied to provide life 
insurance protection for employee under 
such group permanent insurance con- 
tract is required to be included in in- 
come of employee for year in which go 
applied. Treatment is same as if premi- 
um were paid by employees’ trust from 
contributions of employer or earnings 
thereon. P. S. No. 65, Nov. 10, 1950. 


Deductions for contributions to em. 
ployees’ pension plan not allowed where 
it did not meet Sec. 165(a). Taxpayer’s 
employees entered into agreement with 
one another establishing Benefit and 
Pension Fund. Agreement provided that 
employee would be eligible to participate 
in fund if he had completed 20 years of 
continuous service and had contributed 
to fund for 5 years. In event of em- 
ployee’s death or termination of service 
for any reason, he was entitled only to 
refund of his own contributions. Agree- 
ment contemplated establishment of pen- 
sion plan after 5 years. In 1944 and 
1945 taxpayer contributed $10,000 and 
$2,500 respectively to fund. 

HELD: Deductions not allowed, af- 
firming Tax Court, which held that since 
fund did not conform to Section 165(a) 
of Code and taxpayer’s employees did 
not receive a non-forfeitable right in 
taxpayer’s contributions at time of pay- 
ment, contributions were not allowable 
as deductions under Section 23(p). Times 
Publishing Co. v. Comm., C.A.-3, Oct. 13. 

A A A 


Correspondence 
(Continued from page 807) 


payments due at three-month intervals 
thereafter. 


In many instances the benefit of this 
one-month extension given trusts and 
estates may not be an unmixed blessing. 
If the income of an estate or trust is 
paid, credited or distributable to the 
beneficiaries currently, the estate or 
trust will be entitled to a deduction for 
such amounts on income tax returns un- 
der Section 162 (b) or (c) of the Code. 
The beneficiary in such case will have 
to report a corresponding amount as 
income. Where both the beneficiary and 
trust or estate report income on a calen- 
dar year basis, the beneficiary will be 
required to report his income from the 
trust or estate on a return which must 
be filed by March 15th following. The 
trust or estate which is entitled to the 
deduction for such income reported by 
the beneficiary will take its deduction on 
a return which does not have to be filed 
until April 15th following. In such case 
it is essential that the trust or estate 
have its figures available by March 15th 
so that the beneficiary will know how 
much income to report, notwithstanding 
the fact that the trust or estate return 
will not be due, nor its tax payable, until 
April 15th. 
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INCOME TAX TREATIES 
by Ehrenzweig and Koch 


Comprehensive and authoritative, 
this unique CCH book goes far to 
clarify the law of international 
double taxation, so troublesome 
and technical. In addition to 
the text, there are information- 
packed tables and appendices. 
Index, 424 pages, 6”’ x 9”, hard 
bound. Price $15. 


. . All Authoritative . 


™™ereSend Orders to 


Each “Rings the Bell” 


in any 


. . All Produced 
and Published by Commerce Clearing House, Inc. 


4 H publishes Books, too! _ 






Season 





@© TAX SYSTEMS f 
Ny 12th Edition, ( 
with Supplement 


Like your favorite pair of slippers, 
this ‘atlas of taxation”’ will be of 
constant use and delight. Over 
208 large-scale charts and tables 
present essential facts and data 
about federal, state, and local tax 
systems; revenue yields; etc. Hard 
bound, 9”" x 12’, 488 pages. 
Also, when ready in January, 
you will be sent — at no extra 


charge — a supplement of im- 
portant, up-to-date tax develop- 
ments. Price $15. 


1951 U. S. 
As dependable as a calendar, 
this guide on federal tax prob- 
Revenue Code as amended, 


& MASTER TAX GUIDE 
decisions. Handy for desk 
or brief case. Soft covers, 
6” x 9", 384 pages. Ready 
in December. Price $3. 


and regulations, rulings, and 
GUIDEBOOK TO 
LABOR RELATIONS LAW 


Full of easy-to-grasp, easy-to- 
apply explanations of the vital 
points of federal legislation reg- 
ulating employer-union relations, 
this guidebook is comprehensive 
in scope, compact in format. For 
everyone concerned with this vital 
field. Soft covers, 6” x 9’’, 302 
pages. Price $3. 
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214 N. Michigan Ave., Chicago 1, Ill. 
Send CCH books indicated below, plus small postage and 
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Books 


Philanthropic Giving 


F. EMERSON ANDREWS. Russell Sage Foun- 
dation, New York. 318 pp. $3.00. 


By 1949 philanthropic giving rose to 
$4 billion from $1.2 in 1929, accord- 
ing to the just published report of the 
Russell Sage Foundation, prepared by 
Mr. Andrews who has been a member of 
the staff since 1928. This most compre- 
hensive survey of philanthropy ever un- 
dertaken in this country required two 
years to complete, and in thoroughgoing 
style covers virtually every aspect of 
the subject that could be of value to the 
trust officer or lawyer. While the book 
will have great interest for any char- 
itably-minded person, it should be of 
working importance to those who are 
called upon to direct or advise on phil- 
anthropic giving. It sets up criteria that 
are often overlooked, the analysis of which 
is often possible only to those such as 
bankers, trust officers and lawyers who 
are called upon to counsel clients in the 
matter. The contents include: The New 
Era in Giving; A Glance at History; Ex- 
pansion of Government Services; Who 
Gives and How Much; Bread Upon the 
Waters; Foundations and Community 
Trusts; Voluntary Welfare Agencies; 
Fund Raising; Avoiding Rackets; 
Giving Through Religious Agencies; Ed- 
ucation and the Arts; Financing Re- 
search; Taxation Factors; and The Re- 
cipient and the Donor. 


Life Insurance and Estate Tax Plan- 
ning 

WILLIAM J. BOWE. Vanderbilt University 

Press, Nashville. 92 pp. $2.10. 

This little book contains many prac- 
tical suggestions for planning the insur- 
ance phases of an estate. In largely non- 
technical language, the author, who is 
now a professor but has had many years 
experience in insurance estate planning, 


CURRENT LITERATURE NOTES 


offers suggestions for tax minimization, 
avoidance of indirect payment problems, 
qualification for the marital deduction 
and clarification of survivor-purchase 
agreements. It is a worthwhile invest- 
ment. 


ARTICLES 


Conflict Theories and Life Insurance 
Settlements 


PERLIE P. FALLON. Dickinson Law Review, 
October. 


This unusual article deals with the 
problems created under settlement op- 
tions by reason of the fact that the 
interested parties reside in different jur- 
isdictions, thus necessitating an inquiry 
into what law governs a _ particular 
question. The author develops the theory 
of general conflict principles and that 
relating specifically to insurance, ulti- 
mately bringing the discussion to apply 
to settlements per se. 


Stock Prices, Death Tax Revenues, 
and Tax Equity 

C. LOWELL HARRISS. The Journal of Fi- 

nance, September. 

The largest single direct interest in 
the level of stock prices is the United 
States government because of their im- 
portance in determining the size of the 
base on which death taxes are imposed. 
This learned paper, part of a study being 
made under a grant, analyzes the data 
on estate tax returns published by the 
Treasury Department and points out 
among other things the effects of fluctu- 
ations in stock prices. A table shows the 
number of shares of stock needed to pay 


estate tax in different size estates and. 


for different average values. 


Federal Estate Tax Valuation of 
Family Corporation Stocks 


R. L. ROCKEFELLER. Taxes, November. 


Pointing out the need to obtain the 
services of specialists in closely held 
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Mail these copies to: 


1949 


29 
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January 1950 
March ws 


Fiduciary Publishers, Inc. 
50 East 42nd Street 


New York 17, N. Y. 





stock valuaton in order to avoid excessive 
taxation or expensive litigation, the 
author points out the alternative methods 
and bases of valuation. 


Tax Advantages of Gifts 


BENJAMIN M. & 
Taxes, November. 


SAMUEL S. BECKER, 


This article is illustrated with charts, 
typical cases and a comprehensive table, 
showing the death tax savings, with and 
without marital deduction, accomplished 
through gifts to third parties. Savings in 
income taxes are indicated, while non- 
tax advantages are also listed. Special 
considerations in connection with life in- 
surance are noted. 


7 G. S. B. Trust Theses 


Accepted 


Twenty-two theses submitted to The 
Graduate School of Banking as a require- 
ment for graduation with the class of 
1950 have been selected for publication 
and distribution by the libraries of the 
American Bankers Association and Rut- 
gers University. Of these, chosen from 
275 in all, seven are on trust subjects, 
as follows: 


“Cemetery Trusts in Pennsylvania,” 
Elmer C. Cates, trust officer, Doylestown 
(Pa.) Trust Co. 


“Massachusetts Income Tax Aspects of 
the Common Trust Fund,” George A. 
Davidson, assistant trust officer, Old Col- 
ony Trust Co., Boston. 


“A History of Trust Business in the 
District of Columbia,” F. Elwood Davis, 
assistant trust officer, The Riggs National 
Bank, Washington, D. C. 


“Audit and Assessment of the New 
York Estate Tax,’ Norman H. Drosen- 
dahl, vice president, Manufacturers and 
Traders Trust Co., Buffalo. 


“Institutional Trust Service,” Joseph 
S. Gumpher, assistant secretary and as- 
sistant trust officer, Hershey (Pa.) Trust 
Co. 


“Pennsylvania Fiduciaries Acting in 
Other States,” Herschel E. Shortlidge, 
assistant trust officer, Girard Trust Co., 
Philiadelphia. 


“An Analysis of Common Trust Fund 
Enabling Acts,” John Wallace, assistant 
vice president, National Shawmut Bank, 
Boston. 


Copies may be borrowed from the 
A.B.A. Library, located in the head- 
quarters of the Association at 12 East 
36 Street, New York City. 
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ASSETS Business Executor 
Liable for Failure to Sell Family 
Corporation Stock 


Indiana—Appellate Court 
Root v. Blackwood, 94 N.E. (2d) 489. 


Decedent bequeathed 290 shares of 
stock (out of 300 outstanding) of a small 


' manufacturing concern, which he oper- 
ated, to his minor children. His executors 


continued to hold the stock and elected 
themselves and another as the directors. 


| They continued to operate the business for 
jabout five years until the stock was of 
/no value and the corporation went into 


‘receivership. The children 


of the de- 


jcedent sought to charge one of the exe- 


cutors with the loss occasioned by failure 
to timely dispose of the stock. 


HELD: The trial court’s conclusion 


'that the title to the stock vested in the 
‘legatees subject to be sold by the execu- 






asserted the 


tors to pay debts and that the executors 
assumed no responsibility for the stock 
was wrong. Title to the stock vested in 
the executors upon their appointment 
and they should have either sold it at 
that time or distributed it to the children 
under proper order of the court. Having 
continued to hold the stock and operate 
the business without any authority in 
the will or by the court, the executor is 
liable for the actual loss resulting from 
his negligent failure to sell the stock. 


DISTRIBUTION — Child of Parricide 
Entitled to His Distributive Share 
in Grandparents’ Estates 


Kentucky—Court of Appeals 
Bates v. Wilson, 232 S.W. (2d) 837. 


Robert Bates and John Bates were 
the only children of their parents, who 
were murdered by Robert. In an earlier 
case the court had held that Robert, by 
reason of his felonious act, could not in- 
herit from his parents. In this contro- 
versy between John and the infant 
daughter of Robert, the infant daughter 
right to one-half of her 
grandparents’ property on the theory 
that her father Robert, for the purpose 
of descent and distribution, should be 
considered as though he had predeceased 
the parents. The trial court held that the 
infant daughter of Robert was entitled 
to an undivided one-half interest in the 
estates of her grandparents, from which 
judgment John appealed. 


HELD: Affirmed. The Court said: 


“The acts of killing took place immediately 
before his parents died. By these murderous 
acts Robert J. Bates forfeited all right to in- 
herit or receive property from his parents. He 
forfeited these rights before their deaths. For 
the purposes of inheritance, or taking under a 
will, Robert J. Bates is to be considered as 
though he had preceded in death his parents 
whom he killed.” 


DecEMBER 1950 


| RECENT FIDUCIARY DECISIONS 


The Court did not consider the rights 
of such child or children as may be sub- 
sequently born to Robert. 


DISTRIBUTION — Constructive Trust 
Arises Where Proper Distribution 
of Estate is Prevented by Conceal- 
ment of Will 


Washington—Supreme Court 
Ellis v. Schwank, 137 Wash. Dec. 270. 


Decedent had acknowledged the plain- 
tiff to be his daughter, in writing, wit- 
nessed by competent witnesses. The de- 
fendant, the son of the decedent, fraud- 
ulently destroyed the written acknowl- 
edgment, and also a will dated in 1926 
and a later will, in both of which the 
decedent acknowledged the plaintiff to 
be his daughter. The defendant then se- 
cured the probate of a will dated in 1920, 
in which the plaintiff was not named. It 
was admitted, although not alleged, that 
the final decree of distribution had been 
entered. The plaintiff sought to recover 
one-half of decedent’s estate. The Trial 
Court sustained a demurrer to the com- 
plaint and dismissed the action. 


HELD: Reversed. The complaint 
stated a cause of action to establish a 
constructive trust, or trust ex maleficio 
arising from the fraudent acts of the de- 
fendant. When property has been ac- 
quired in such circumstances that the 
holder of the legal title may not in good 
conscience retain the beneficial interest, 
equity converts him into a trustee for 
the use and benefit of the persons en- 
titled thereto. 

When the successful party in probate 
proceedings fraudulently conceals or fails 
to disclose the existence of a person in- 
terested in the estate, and such person is 
thereby prevented from learning of the 


proceeding or asserting his claim therein, 
the fraud is extrinsic, and such person is 
entitled to equitable relief against the 
decree of the Probate Court. 


DISTRIBUTION — United States a Per- 
missible Legatee 


Oregon—Supreme Court 
In re Moore Estate, 223 P. (2d) 393. 


This was a suit contesting the validity 
of the last will and testament of Lillie 
Lela Moore, who bequeathed her property 
valued at $15,000 to “United States of 
America.” The contestants are nephews 
and nieces of the decedent who were left 
$1 each. The decedent, a spinster, was 64 
years of age at the time of her death. 
The appellants claimed that the United 
States of America could not acquire 
property by devise or gift except by 
state law and act of Congress. The trial 
court upheld the validity of the will and 
held that the United States is not pre- 
cluded from being a beneficiary under a 
will. Under the record in the case, the 
presumption that the United States had 
accepted the devise and bequest in its 
favor was undisputed. The court also 
held that the doctrine of laches is not 
imputable against the government. 


HELD: Affirmed. 


JoInT TENANCY — Executor May 
Not Recover Moneys Fraudulently 
Withdrawn by Survivor 


Colorado—Supreme Court 
Urbancich v. Jersin, No. 16427. 


Plaintiffs as executors sued defendant 
to recover certain moneys deposited by 
decedent in a joint account with defend- 
ant on the representation of the defend- 
ant that upon the death of the decedent 
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the defendant would be able to and would 
send money to the nephews and nieces of 
the decedent who were then the legatees 
under the last will of the decedent, and 
that otherwise the government would take 
half of it for taxes. Pursuant to this 
representation, decedent had established 
two bank accounts jointly with the de- 
fendant, and upon the death of decedent, 
defendant had withdrawn these accounts. 


HELD: Upon the death of decedent 
the money belonged to the beneficiaries 
named by the decedent to whom the de- 
cedent promised to send it, and they alone 
are entitled to receive it. The executors 
of the estate have no interest in the 
money and cannot recover it from the 
defendant. 


JoInT TENANCY — Treatment of 
Joint Bank Account Where Dece- 
dent During Lifetime Asserted 
Ownership and Possession 


United States—Court of Appeals, 
District of Columbia Circuit 


Harrington v. Emmerman, No. 10,453, decided 
Nov. 16, 1950. 


In 1929 testatrix signed a writing de- 
claring a savings account to be a joint 
one in the names of herself and Louise 
Emmerman subject to the order of either 
with balance at death of either to the 
survivor. In October 1948 testatrix was 
adjudged to be of unsound mind and a 
committee of her estate was appointed. 
The committee was unable to withdraw 
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the balance in the savings account be- 
cause Miss Emmerman had possession 
of the pass book, as a result of which 
the committee filed suit in November 1948 
for the entire balance. 


In December 1948 the testatrix died 
and her executors were substituted as 
plaintiffs with permission to file an 
amended complaint. They alleged that 
the transfer of the funds to the joint 
account in 1929 was without intent to 
give a present interest. On motion the 
District Court dismissed the amended 
complaint and the executors appealed. 


HELD: Reversed. The death of the 
testatrix did not vest the bank account 
in Miss Emmerman as surviving joint 
tenant in view of the fact that the com- 
mittee had claimed the money while the 
testatrix still lived. The question of own- 
ership arose at the time the suit was 
filed and not after her death. Acting 
through the committee the testatrix as- 
serted that she had not made a present 
gift of any interest in the bank account. 


If the committee was right his de- 
mand ended the joint nature of the ac- 
count and destroyed the . survivorship 
provision. In other words, the rights of 
the parties were fixed when the demand 
was made and were to be judicially de- 
termined as of that time. The controlling 
issue as to whether the deposit agreement 
gave Miss Emmerman a present one-half 
interest in the fund depended on whether 
the testatrix intended it to do so, for 
there can be no gift if the alleged donor 
did not intend to make one. Although the 
writing was conclusive as between the 
two women on the one hand and the de- 
positary on the other, it was not con- 
clusive between the individuals as_ to 
whether a present gift had been in- 
tended. 
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JURISDICTION — Unappealed Orders 


of Validity of Trust 


Michigan—Supreme Court 
Snyder v. Potter, 328 Mich. 236. 


Become Final and Res Adjudicata | 


The will, admitted to probate in 1932, 
directed the holding of certain Michigan 
real estate in trust for the benefit of 
named life tenants, the trustee to pay 
the income therefrom to them and at the 
termination of the life tenancies to trans. 
fer the corpus to remaindermen. In 1933, 
the Probate Court entered an order al- 


lowing the final account of the admin. | 


istrator with will annexed and appointed 
a trustee to carry out the provisions of 
the will, ordering assignment of the res- 
idue to such trustee in accordance with 
the terms of the instrument. Letters of 
trusteeship were thereupon immediately 
issued to the trustee. In 1948 a successor 
trustee was appointed by the Probate 

Court. No appeals were taken from any 

of the aforementioned orders of the 

Probate Court. 


Plaintiff in 1949 filed a bill of com- 
plaint praying in effect that the trust 
provisions be decreed void as unduly 
suspending the right of alienation in vio- 
lation of Michigan statute, and that 
therefore the plaintiff and others be de- 
creed to be the sole owners of the trust 
estate. The bill was dismissed, it being 
recognized that the sole question involved 
was whether the orders of the Probate 
Court were res adjudicata of the valid- 
ity of the trust. 


HELD: No timely appeals having been 
taken from the orders of the Probate 
Court, the same became final and are 
res adjudicata of the validity of the 
trust. Under the provisions of the will 
and the order assigning the residue of 
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the estate to the trustee. which order was 
entered by the Court in 1933, the trustee 
held the real estate for the purpose and 
owed the duty not only of paying the 
income to the life tenants but also, at 
the termination of said life tenancies, of 
transferring and turning over the corpus 
of the trust to the remaindermen. The 
latter was as much a function of the 
trustee as the former. 


LIFE TENANT & REMAINDERMAN — 
Income Unpaid by Reason of Cur- 
rency Restriction is Payable to Re- 
mainderman 


Rhode Island—-Supreme Court 


Rhode Island Hospital Trust Co. v. Otis, 75 Atl. 
(2d) 210. 


Testator gave his residuary estate in 
trust to pay the income to his wife “so 
long as she shall live” and upon her 
death, “said trustee shall stand seized 
and possessed of said residuary estate, 
including any undisbursed income in 
trust,” to pay over the residuary estate 
to St. Joseph’s Hospital, a charitable 
corporation. Testator died domiciled in 
Providence in 1942, and during the course 
of the administration of his estate, his 
wife died in Switzerland in 1943. Be- 
cause of currency restrictions, the trustee 
had been unable to pay over to the wife 
the income from the residuary estate, and 
it had been accumulated in the hands of 
the trustee. The question in this pro- 
ceeding is whether the income accruing 
in the period between the death of the 
testator and the death of his wife, which 
was not paid over to her, vested in her 
so as to be payable to her estate, or 
whether it was payable to the charitable 
remainderman. 


HELD: For the rer«inderman. The 
income in question becaiwe a part of the 


residuary estate of the testator after 
the death of his wife. The words “in- 
cluding any undisbursed income in trust” 
plainly mean that at the death of the 
wife, income received in her lifetime but 
not paid to her, even though it probably 
would have been paid her except for 
currency restrictions, should become part 
of the gift to the Hospital, which was 
the other chief object of his bounty. The 
fact that this construction permits an 
accumulation of income is not persuasive 
for the contrary result, since there is no 
absolute rule against accumulations in 
Rhode Island. 


LIFE TENANT & REMAINDERMAN — 
Partition Denied Where Former 
Objects 


Nebraska—Supreme Court 
Baskins v. Krepick, 43 N.W. (2d) 624. 


One remainderman sought to partition 
a homestead during the life of the life 
tenant, over objection of the other re- 
maindermen. Life tenant, a party de- 
fendant, made no objection but did not 
consent because, under the statute, con- 
sent to partition would have terminated 
his life estate in the homestead. 


HELD: At common law, compulsory 
partition could not be maintained by re- 
maindermen. By statute providing “all 
tenants in common of any estate in land, 
may be compelled to make or suffer par- 
tition,” common law rule has_ been 
changed; but partition cannot be had if 
the life tenant objects. 


PowErRS — Appointment — Special 
Power Validly Exercised by Dispo- 
sition in Trust and Creation of 
Further Power 


New Jersey—Superior Court, Chancery Division 


National State Bank of Newark v. Morrison, 
75 A. (2d) 916. 
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Decedent possessed power to appoint 
balance of a retirement fund remaining 


‘ to his credit at time of his death among 


his nephews, nieces, or other descendants 
or his widow. In default of appointment, 
balance was to be paid to persons who 
would receive decedent’s property under 
laws of intestacy. 


Decedent bequeathed his residuary es- 
tate (which included balance remaining 
in retirement fund) in trust to pay in- 
come therefrom to his wife for life with 
remainder to be divided in three further 
trusts to pay income for life to desig- 
nated nieces and nephews, who were 
given power to appoint principal through 
their wills. In default of appointment by 
nieces and nephews decedent directed 
that principal be paid to next of kin of 
such nephews and nieces who were in- 
come beneficiaries. 


Decedent’s next of kin urge that power 
possessed by decedent to appoint balance 
of retirement fund was not validly exer- 
cised with result that they are entitled 
to such property under default provision. 


HELD: Power was validly exercised. 
Unless donor of power manifests con- 
trary intention, power can be exercised 
by appointment in trust. Moreover, 
special power which decedent had could 
be exercised by appointing an estate less 
than a fee. Only limitations on power 
here were requirement that it be exer- 
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cised by will and made to persons in 
specified group. There was no limitation 
as to type of interests which could be 
created in those persons to whom prop- 
erty was appointed. 


PowERsS — Limitations — Authority 
of Trustee to Retain Settlor’s Resi- 
dence 


New York—Appellate Division, First Dept. 
Matter of Erwin, N.Y.L.J., Nov. 3, 1950. 


The income of the trust, originally 
payable to the settlor, was, by reason of 
amendments, now payable in part to his 
first wife and the balance to his second 
wife. When the last amendment was made 
the trust was also made irrevocable and 
unamendable. 


Among the trust assets was the res- 
idence of the settlor acquired by the 
trustees (a trust company and the set- 
tlor), at the settlor’s request at a time 
when the settlor was entitled to all of 
the income after specified monthly pay- 
ment to his first wife from whom he was 
divorced. The settlor and his second wife 
lived in the residence rent free until 
their divorce. At the time of this pro- 
ceeding the settlor continued to reside 
therein with his third wife without pay- 
ing rent. 

This proceeding was brought for a de- 
termination as to the authority of the 
trustees to permit the settlor to reside 
in the premises rent free. The trust au- 
thorized the trustees “To retain... all 
the real property and improvements... 
in which the Settlor now resides, so long 
as the Settlor and/or Roma Erwin and/or 
any children of the settlor shall continue 
to reside therein, without the Trustees 
being liable to account for any resulting 
loss by reason of the retention thereof.” 


The second wife contended that this 
provision merely was intended to absolve 
the trustees from liability if they failed 
to sell the residence in a falling market 
and did not authorize them to permit the 
settlor to reside there rent free. The 
settlor contended that not only did he 
have the right to reside there rent free 
but also the right to sublet. The trial 
court held that the settlor could remain 
in the residence but only on paying rent. 

HELD: The settlor may remain in the 
premises without paying rent. However, 
he must pay carrying charges and may 
not sublet the premises. Although the 
quoted provision is ambiguous, the court 
will give weight to the construction which 
the parties placed on the clause in per- 
mitting the settlor to reside in the prem- 
ises rent free for nine years after the 
second wife became entitled to the resid- 
uary income. 


King Gustav Left $1,935,000 


King Gustav of Sweden left an estate 
of 10,000,000 kroner ($1,935,000) at his 
death in October at the age of 92. 
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TAXATION — Estate & Inheritance — 
Compromised Promise of Dece- 
dent Deductible as Debt 


New Jersey—Superior Court, Appellate Division 
Sullivan v. Margetts, 75 A. (2d) 743. 


Appellant served decedent as nurse 
and housekeeper for many years in re- 
liance upon his promise to make pro- 
vision for her in his will. Notwithstand- 
ing his commitment, decedent died in- 
testate. Appellant brought suit to estab- 
lish her claim. Compromise was agreed 
upon between appellant and decedent’s 
next of kin under terms of which appel- 
lant was appointed administratrix of 
decedent’s estate. Decedent’s next of kin 
then gave her release in full settlement 
of their interest in decdent’s estate upon 
payment to them of $17,000. This left 
appellant and her counsel about $33,000. 
Division of Taxation insisted that value 
of property received by appellant was 
subject to inheritance tax since she was 
beneficiary of a trust and not a creditor. 


HELD: Value of property received by 
appellant was deductible as a debt of 
decedent. To be deductible for inheritance 
tax purposes debts of a decedent may be 
liquidated or unliquidated. Here appel- 
lant did not attempt to impress a trust 
against decedent’s estate. She asserted 
a debt. Therefore, value of property re- 
ceived by appellant was deductible for 
inheritance tax if reasonable in amount 
for services actually performed. 


SPOUSE’s RIGHTS Antenuptial 
Transfer Set Aside to Extent of 
Second Wife’s Marital Rights in 
Property 


Missouri—Supreme Court, Div. 2 
Breshears v. Breshears, 232 S.W. (2d) 460. 


Decedent had been married twice and 
was survived by his second wife and by 
children of both marriages. Just prior to 
the second marriage, deceased conveyed 
to the children of his first marriage 
certain real estate which constituted al- 
most all the property he owned, subject 
to a life estate in himself and a small 





mortgage. The cited consideration was! excess 
love, affection, and $1. At his death his | truste 
second wife and his children by her| ish an 


instituted a suit to enforce a widow’s 
marital rights in the real estate trans. 
ferred by her husband on the eve of their 
marriage. The trial court entered a de. 
cree cancelling the deed, establishing the 
widow’s marital rights in the real estate, 
and ordering partition of the remainder 
among all the heirs of deceased. The 
children of the first marriage appealed, 


HELD: Reversed and remanded with 
directions to adjudge the title to the 
real estate in the children of the first 
marriage only, subject to the marital 
rights of the widow. A voluntary con. 
veyance must yield where it constitutes 
a fraud upon a widow’s marital rights, 
There was abundant evidence to sustain 
the finding that the deed in question 
was in fraud of the widow’s marital 
rights. However, this evidence did not 
include proof that affirmatively em. 
braced the afterborn children nor was 
there proof that grantor intended the 
deed to include his afterborn children, 
The general rule is that a conveyance in 
fraud of a woman’s marital rights is 
void and to be set aside only to the extent 
it affects said marital rights. Therefore, 
the deed should not be cancelled in toto 
but only insofar as it affected the marital 
rights of the widow. 


TAXATION — Income — Trust Tax- 
able as Association 


United States Court of Appeals—Eighth Circuit 
Reynolds v. Hill, decided September 11, 1950. 


Shareholders of the Great Northern 
Railway Company having beneficial in- 
terests in the stock of ten other corpora- 
tions which owned and operated mineral 
properties created a trust of the shares 
of these corporations in 1906. These 
shareholders received certificates of bene- 
ficial interest in the trust. The trust 
instrument designated four trustees and 
made provisions for filling vacancies. 
The trustees were to select one of their 
number as president with managerial 
duties. The trustees were directed to 
secure proper management for the cor- 
porations whose shares they held and 
to employ clerks, mining engineers and 
others as they deemed requisite. 


The Collector of Internal Revenue as- 
sessed the trust for income taxes as al 


association under 26 U.S.C.A. §3797 (a) } 


(3) and for capital stock taxes and de- | 
clared-value excess profits taxes as doing | 


business under 26 U.S.C.A. §1200 
and §600 (a). On a suit for refund by 
the trustees, the District Court (75 Fed. 
Supp. 408) denied the refund as to 
income taxes but allowed refund of the 
capital stock and excess profits taxes. 
The trustees and the Collector both ap- 
pealed. 

HELD: Denial of income tax refund 
affirmed, granting of capital stock and 
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excess profits tax refund reversed. The 
trustees were granted the power to furn- 
ish and have furnished directional and 
policy-making services to the controlled 
corporations. The trust had an entre- 
preneurial purpose and not merely the 
ordinary trust purpose of investment and 
distribution of income and therefore was 
taxable as a business association. The 
same powers and the exercise thereof 
require holding that the trust was “car- 
rying on or doing business” during the 
period in question and hence was liable 
for capital stock taxes and declared-value 
excess profits taxes. 


Reported by Minnesota legal editor 


TERMINATION — Partial Termination 
of Trust Permitted 


Massachusetts—Supreme Judicial Court 
Springfield Safe Deposit and Trust Co. v. Stoop, 
1950 A.S. 1067, Nov. 11, 1950. 

X by his will created a trust to pay 
annuities to four people. At the termin- 
ation of the annuities the residue was 
to go to the C. D. Hospital. The time 
arrived when there were only three an- 
nuitants totalling $2,600, while the trust 
income was $13,800. An attempt had been 
made previously to have the surplus in- 
come paid to the hospital, but the an- 
nuitants had objected and the court 
refused. (See Springfield Safe Deposit 
and Trust Co. v. Friele, 304 Mass. 244). 
Now, however, the parties had agreed 
that the three annuitants should each 
receive $2,000 per year and the balance 
of the income be paid to the hospital. The 
attorney general was a party and ap- 
proved. 

HELD: The arrangement could be car- 
ried out. While a trust cannot be termin- 
ated where the testator has fixed a time 
for its termination and its purposes have 


not been fully accomplished, in this case 
there was no indication that the testator’s 
purposes required the continuance of the 
trust against the will of the parties. 
Hence the agreement should be approved. 


The Attorney General was a necessary 
party, as he represents the public in a 
charitable trust and no decree affecting 
the rights of the public can be made in 
his absence. 


WILLs —— Joint & Mutual — Missing 
Will of Survivor Cannot Be Pro- 
bated as Lost Will 


Colorado—Supreme Court 


Hoff v. Armbruster, No. 16347, decided Oct. 
16, 1950. 


H and W executed mutual and re- 
ciprocal wills. H died and W filed his 
will with the probate court, but it was 
not probated apparently because of lack 
of assets. However, W did pay one of the 
legacies under H’s will. W died and a 
petition was filed to probate W’s will 
as a mutual and reciprocal will. W’s will 
was not found, and the petitioner filed 
a carbon copy of the executed will. Peti- 
tioner relied upon the proof of the execu- 
tion of the original will, the fact that it 
was a mutual and reciprocal will, the fact 
that W lodged the mutual and reciprocal 
will of H at the time of his death, and 
paid one of the legacies under it, to 
establish the existence and the necessity 
for probate of W’s will. 


HELD: The will of W cannot be pro- 
bated as a lost will. Where a will can- 
not be found following the death of a 
testator when it was shown to have been 
in his possession when last seen, the 
presumption is that he destroyed it with 
the intent to revoke. The presumption 
has not been overcome in this case, and 
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the will cannot be probated’ as a lost 
will. 

The will cannot be probated as a 
mutual and reciprocal will. If the testa- 
trix W failed to carry out her agreement. 
to make mutual and reciprocal wills the 
agreement cannot be enforced in the 
probate court by the probate of a re- 
voked mutual and reciprocal will. It 
must be established in a separate pro- 
ceeding to enforce a contract to make a 
will. 


WILLs — Construction — Fee Rather 
than Trust Created 


Texas—Court of Civil Appeals 
Lawrence v. Lawrence, 229 S.W. (2d) 219. 


The Testator left a will as follows: 
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“To Whom it may Consern— 

That it is my wish: that my wife. 
have full control. 

Without. Bond. 

of all Property and moneys I may 
have at the time of my Death. 

She has Been my help mate. 

and She has helped me to Save 

what little we have. 

I am Sure my two children 

will understand that I have all way. 
Done the Right thing in my own way. 


Geo H Lawrence.” 


HELD: This highly unusual language 
constituted a devise in fee simple to the 
testator’s widow of all of his property. 
It did not create a trust with the widow 
as trustee. In reaching this conclusion 
the Court considered the nature of the 
property, the fact that there were no 
trust beneficiaries mentioned, the rela- 
tionship of the parties, and the language 
of explanation in the will. 


WILLs — Construction — Bequest of 
Accounting Practice with “Re- 
quest” that Payments be Made to 
Testators Wife 


New York—Appellate Division, First Dept. 
Matter of Bluestein, N.Y.L.J., Nov. 9, 1950. 
Testator gave “. .. unto my associate, 
M. G., any and all interest in the ac- 


counting practise which I conduct (but 
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not in any tax practice in which I may 
be in partnership with others), and all 
the monies due therefrom and all furni- 
ture and records belonging thereto; and 
request that he continue the same and 
pay out of such practise to my wife Rose 
the sum of $150 per month for one hun- 
dred twenty months, or for her life if 
she die sooner, immediately following my 
demise. In the event, however, that my 
wife shall predecease me or die in a com- 
mon accident or disaster with me, then he 
shall have any and all rights to said 
practise and other matters relating there- 
to without any of the foregoing obliga- 
tions.” 


The question was whether the pro- 
vision for payments to the testator’s 
widow was merely precatory. 


HELD: The provision is mandatory if 
the legatee accepts the bequest. The 
Court disagreed with the Surrogate that 
the provision was merely precatory, con- 
sidering the will as a whole and the fact 
that the amount, duration, subject matter 
and recipient of the obligation were 
clearly expressed. The Court did not 
decide whether an accounting practice 
had good will after testator’s death, nor 
whether the legatee had accepted the leg- 
acy. 


WILLS — Probate — Enforceability 
of Contract to Devise 


Minnesota—Supreme Court 
Goette v. Howe, decided November 10, 1950. 


Husband and wife made an oral agree- 
ment with their three daughters that in 
consideration of the daughters’ caring 
for them in their old age and doing the 
housework, they would devise the home- 
stead and bequeath all their personalty 
to the daughters, excluding their sons. 
Two of the daughters performed all of 
the duties contracted for. The husband 
and wife later placed the homestead and 
all personalty in joint tenancy with each 
other and each made a will leaving the 
property to the daughters. The wife then 
died. 


The husband later married an elderly 
widow and placed his property in joint 


tenancy with her. The husband’s second 


wife did not reside with him in the home. 4 


stead. On the husband’s death, the three 
daughters, as plaintiffs, brought this ac- 
tion for specific performance and for 
cancellation of the deeds creating the 
joint tenancy with the second wife, as 
defendant. 


HELD: The assumption of a “peculiar. 
ly personal and domestic relation as a 
member of the family of the promisor *** 
the value of which is not measurable in 
money” will constitute sufficient part per- 
formance of an oral contract to devise 
land to remove it from the purview of 
the statute of frauds and entitle it to 
specific enforcement. The jurisdiction to 
enforce the contract as to the realty car. 
ries with it jurisdiction to enforce the 
part relating to personalty. Defendant 
widow did not plead or sustain the burden 
of proving bona fides which would entitle 
her to priority over plaintiffs’ prior un- 
recorded equities. 


WILLs — Probate — Sole Beneficiary 
Not Competent as Subscribing Wit- 
ness to Nuncupative Will 


Wisconsin—Supreme Court 

Will of Repush; Repovsch v. The State, 257 

Wis. 528. 

Josephine Repusch died on February 
2, 1949. On the preceding day, she stated 
in the course of general conversation and 
in the presence of three persons, that she 
wanted everything she owned to go to 
Joe Repovsch, one of the three individ- 
uals present. On the day following her 
death her words were reduced to writing 
and subscribed by the three witnesses 
present at the conversation, as prescribed 
by the statute in regard to nuncupative 
wills. The instrument was denied probate 
on the grounds that Joe Repovsch was 
an incompetent witness by virtue of the 
Wisconsin Statute 325.16: 


; 
“No party or person in his own behalf or ~ 


interest and no person from, through, or under 


whom a party derives his interest or title, shall | 


be examined as a witness in regards to any 
transaction or communication by him person- 
ally with a deceased or insane person in any 
civil action or proceeding, .. .” 


Plaintiff-appellant contends that the 
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above quoted statute does not apply to 
the subscribing witnesses of wills be- 
cause the competency of such subscrib- 
ing witnesses is provided for in the 
separate statutes on wills. 


HELD: The purpose of this statute is 
to prevent parties to a transaction from 
obtaining unfair advantage over another 
party who has since died. The lips of one 
being sealed by death, the lips of the 
other are sealed by statute. This applies 
to wills as well as to other transactions. 
Thus, as the plaintiff-appellant is one 
who would derive his interest in the 
estate of the deceased from said de- 
ceased, he was not a competent witness 
to the instrument incorporating the nun- 
cupative will, and said instrument is 
void because it does not comply with the 
statute requiring three witnesses to nun- 
cupative wills. 


Colorado Removes Investment 
Restrictions 


The voters of Colorado have adopted 
Amendment No. 2 to the state constitu- 
tion, which included a repeal of the 
restriction against the legislature’s au- 
thorizing the investment of trust funds 
in the bonds or stocks of any private 
corporation, and substituting this: 


“The general assembly shall, from time 
to time, enact laws prescribing types or 
classes of investments for the investment 
of funds held by executors, adminis- 
trators, guardians, conservators, and 
other trustees, whose power of invest- 
ment is not set out in the instrument 
creating the trust.” 

It is expected that some movement will 
be made now to broaden the Colorado 
legal list. 





Chart on Trust Legislation 


A chart showing the status of 23 laws 
affecting trusts and estates in the 48 
states and the District of Columbia has 
been prepared by the Committee on 
Fiduciary Legislation of the Trust Di- 
vision of the American Bankers Associa- 
tion. There is also included a synopsis of 
the provisions of these statutes. Paul C. 
Wagner, vice president, Fidelity-Phila- 
delphia Trust Co., is chairman of the 
Committee. * . 

Copies are obtainable by writing to 
the Trust Division, 12 E. 36th St., New 
York 18, N. Y. 

A A A 

Sarasota, Fla. — PALMER NATIONAL 
BANK & Trust Co. has changed its title 
to PALMER First NATIONAL BANK & 
Trust Co., effective December 1. 
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A.I.B. Trust Meeting—442 

Connecticut Conference Trust Questions—In- 
vestments, Common Funds, New Business, 
Legal & Operating Problems—400 

New Jersey Trust Conference—816 

1,000 Attend 16th Session of Graduate School 
of Banking—452 

Pennsylvania Trust Conference—22 

Proceedings of Probate and Trust Law Divi- 
sions, American Bar Association, 1950—636 

Program for Profitability— 
Mid-Winter Trust Conference—84 

Summary of Mid-Continent Trust Conference— 
812 

Texas Trust Conference—743 

Western Trust Conference—742 

Work of Trust Companies Association of On- 
tario—586 


BAR RELATIONS 


Attorney, Trustman and Underwriter in Estate 
Planning—Edwin M. Otterbourg (Attorney’s 
Viewpoint) 436; Basil S. Collins (Trust Of- 
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tice Good Defense to Claim—Tennessee—622 

Failure of Executor to Contest Claim Within 
Statutory Period—Tennessee—285 

Fiduciary Duties Respecting Social Security 
Benefits—J. Stanley Miller—304 

Local Creditor Entitled Only to Pro Rata Re- 
covery Where Total Estate Insufficient— 
Colorado—496 

Presumption That Personal Services Rendered 
Were Gratuitous Nullified Where Claimant 
Was Not Member of Decedent’s Household— 
Michigan—800 


867 








Promise to Bequeath Property Enforced—Ore- 
gon—215 

Promise to Devise—Insufficient 
Penna.—141 

Statute of Limitations Runs from Date of Ter- 
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—Oregon—497 

Instructions Outside the Will Invalid—Escheat 
—Wash.—72 

Insurance Payable to Pretermitted Children 
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Legacy to Residuary Beneficiary Lapses and 
Passes as Intestate Property—-Colorado—497 

Proceeds of Settlement for Wrongful Death Go 
According to Laws of Descent and Distribu- 
tion—Tennessee— 623 

Qualification as ‘“‘Lawful Issue’’ Where Child 
Born of Invalid Marriage—Missouri—286 

United States a Permissible Legatee—Oregon 
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Planning—Edwin M. Otterbourg (Attorney’s 
Viewpoint) 436; Basil S. Collins (Trust Of- 
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Practical Aspects of Stockholders’ Agreements 
—Milton Young—19 

Record of Insurance Trusts—780 

Tax Aspects of Business Purchase Agreements 
—George E. Ray & Oliver W. Hammonds— 
368, 448; 523 (433—Edward Brancati; 503— 
George E. Ray) 
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Insurance Trust Neglected—R. C. Short—3 
Put Insurance in Common Trust Fund—408 
Record of Insurance Trusts—780 


INVESTMENT POLICIES 
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sic Value—Robert S. Driscoll—318 

Bonds and Equities—Investment Effects of our 
Political Economy—Dr. Marcus Nadler—88 

Common Stocks in Trust—Roger F. Murray— 
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Economic Tendencies and Personal Investment 
Policy—Neil H. Jacoby—770 

Effect of New Investment Law on Market and 
Pension Funds—324 

Equities Justified—Raymond Rodgers—463 

Impact of Industrial Pensions on the Capital 
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Wm. H. Shupert—26 

Investments—Panel Discussion at Mid-Winter 
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Managing Fiduciary Funds—Dr. 
Fackler—32 

Should Trustees Try to Protect Purchasing 
Power ?—Hazen H. Ayer—255 

Tested Procedure for Control of Trust Invest- 
ment Changes-—C. F. Zurlinden—410 

The Prudent Trustee—Balancing Investments 
between High Prices—Adrian M. Massie—842 
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Trust Investments and Inflation—Protecting 
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—300 

Prudent Man Rule for Trust Investments— 
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Ansbacher Long—590 

Common Stocks for a Pension Fund ?—199 
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How Safe Are Mortgages ?—August Ihlefeld— 
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Favor for Pension Funds—527 

Investment Companies in New Spotlight—35 

Many Trustees Invest in Investment Trusts ? 
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Sharing Trusts—-Dudley F. Cates—766 

Mutual Funds Make Small Trusts Possible— 
William B. Putney, 3rd—836 
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Stevenson—228 

Trustee Absolved from Liability for Loss—Evi- 
dence of Frequent Reviews is Cogent— 
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—424 
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Presumption of Voluntary Act Prevails— 
Penna.—72 

Tenancy in Common in Bank Account De- 
nied—Penna.—142 

Treatment of Joint Bank Account Where Dece- 
dent During Lifetime Asserted Ownership 
and Possession—District of Columbia—862 
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Controversy Over Testamentary Trust—Cali- 
fornia—355 

Effect of Increase in Value of Corpus on Prior 
Adjudication of Rights Therein—II].—73 

Power of Probate Court to Try Title to Assets 
of Estate—North Dakota—287 

Unappealed Orders Become Final and Res Ad- 
judicata of Validity of Trust—Michigan—862 


LAWS & LAW REFORM 


A Modified Prudent Man Rule?—Mayo A. 
Shattuck— 848 
Model Probate Code—Paul E. Bayse—689 


New State Legislation—-220, 292, 359, 428, 492, 
551, 

Trust and Probate Decisions—H. E. Chen- 
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Trust and Probate Literature—Henry H. Ben- 
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Attorney, Trustman and Underwriter in Estate 
Planning—Edwin M. Otterbourg (Attorney’s 
Viewpoint) 436; Basil S. Collins (Trust Of- 
ficer’s Viewpoint) 474; John J. Kellam (Un- 
derwriter’s Viewpoint) 476 

Consolidating our Gains—Gilbert T. Stephen- 
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Insurance Trust Council Movement in Canada 
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Investments—New York—730 
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counting—C. Alexander Capron—648 

Distressed Beneficiaries—Editorial—225 
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L. K. Elmore—431 
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NEW BUSINESS 
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Advice—Editorial—7 37 
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(Canada)—John Millar—576 
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Preparing Fiduciary Returns—Tested Proce- 
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er—New Jersey—863 
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struction—II1l.—73 
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Relations—L. E. Townsend—716 

Bankers Show Youth Road to Free Enterprise 
(Detroit) —481 
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High Points in Trust Promotion—789 
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30 
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Why Bankers Say “Yes” and Sometimes ‘“‘No” 
—520 

Women’s Forums—Roundup—835 

Yakima (Wash.) Bank Holds Forum- 


Business 


515 


Community Business Relations Increase Area 
Prosperity—A. C. Spurr—278 

Cultivating Investors Through Corporation Ad- 
vertising—Joseph R. Donaldson—66 

Public Relations and Training in the Finan- 
cial Industry—Winthrop H. Smith—785 

The Syracuse Story—A Successful Program for 
Dispelling “The Great Delusion’—Cloud 
Wampler—133 


REAL PROPERTY 


Devise of Land May Include Mortgage—N. Y. 
—426 

Protection and Management of Non-Securities 
Assets—Farm Manager’s Role—Noel _ T. 
Robinson—46 

Real Estate for Trusts—Opportunities for In- 
vestment and Return—Louis J. Pfau, Jr.— 
764 

Real Estate Management—A Profitable Service 
(Canada)—James Martin—584 

What Trustees Should Know About Real Es- 
tate Titles—Melvin B. Ogden—775 


REGULATION & SUPERVISION 


When Trust Examiner Comes—Robert C. Mas- 
ters—827 


REVOCATION & TERMINATION 


Allowed under Statute Where Trust was 
Amendable but Not Revocable—N. Y.—499 
Judicial Termination of Trust not Permitted 
Where Trust is Active—N. J.—625 

Partial Destruction Does Not Invalidate Entire 
Will—Kentucky—426 

Partial Termination 
Massachusetts—865 

Power to Revoke Cannot be Exercised by Will 
—Revocable Trust Held Valid Notwithstand- 
ing Control of Investments Reserved to 
Donor—Mass.—553 

Premature Termination of Trust Denied Al- 
though Stated Investment Yield No Longer 
Available—Indiana—555 

Termination—Judicial Termination of Trust 
not Permitted Where Trust is Active—N. J. 
—625 

Termination—Premature Termination of Trust 
Denied Although Stated Investment Yield No 
Longer Available—Indiana—555 

Termination—Trust Ended Because Circum- 
stances Not Anticipated by Settlor Impair 
Purposes of Trust—Louisiana—289 

Trust Deed Containing no Power of Revocation 
Cannot be Annulled Without Consent of 
Beneficiary—N. J.—553 

Will Revoked by Marriage is Not Revived by 
Subsequent Divorce—Mass.—144 


of Trust Permitted— 


SPOUSE’S RIGHTS 


Acceptance of Benefits Under Will in Ancil- 
lary Jurisdiction as Estoppel Against Elec- 
tion to Take Dower in Domicile—Florida— 
145 

Adultery After Consensual Separation Bars 
Share of Decedent’s Estate—Penna.—217 


Antenuptial Agreement Invalid in Absence of 
Fair Provision or Full Disclosure of Worth— 
Penna.—802 

Antenuptial Transfer Set Aside to Extent of 
Second Wife’s Marital Rights in Property— 
Missouri—864 

Children May Not Enforce Antenuptial Agree. 
ment—Colorado— 356 

Collateral Attack on Foreign Decree of Divorce 
Permitted in Election Proceeding—N. Y,.— 
498 

Conditional Bequest to Wife No Bar to Right 
to Elect to Take Intestate Share—N. Y.—2988 

Dower Not Merged with Remainder Where In. 
termediate Estate Exists—-N. J.—731 

Effect of Renunciation on Testamentary Plan 
—Missouri—426 

Husband Electing Against Will Must Take 
Share Under Wills Act, Not Intestate Act— 
Penna.—554 

Mexican Divorce Bars Widow’s Intestate Share 
—N. Y.—356 

Property Exempt from Garnishment—Wash- 
ington—553 

Rights of Creditors to Income Where Bene- 
ficiary is Missing—California—144 

Toten Trusts Held Payable to Estate of De. 
positor—N. Y.—356 

Trust Income Shares Pro Rata Reduction 
Where Wife Elects Against Will—lIowa—73 

Validity of Trust Depriving Surviving Spouse 
of Distributive Share in Estate—What Law 
Governs Trust as Between States—Mass.— 
426 

Widow as Trustee May Not Take Proceeds of 
Sale of Dower Interest--Arkansas—624 


STATISTICS 


Historical (Trust) 
Then and Now in Trust Business—Gilbert T. 
Stephenson—85 


Probate 


Composition of Estates—176 
52.5% Leave Wills—371 


Probate Records Studied at Pennsylvania 
Trust Conference—403 
Trust Funds 
Canada’s Trust Companies Show Continued 
Growth—563 


Connecticut Trusts Up—87 

Marked Trust Growth in '49—-Annual Reports 
Show Continuing Increases Throughout Na- 
tion with Many All-Time Highs—204 & 277 

Massachusetts Trust Assets Up—535 

National Bank Trust Assets and Gross Earn- 
ings Rise—534 

Trust Assets Up in Ill., Me. & Penna.—817 

Trust Assets Up in Mass. & Penna.—154 

Trust Funds Over $50 Billion—371 

Trusts Lead as Investors in U. S. 
—Editorial—6 


Companies 


SUCCESSOR FIDUCIARY 
Grounds for Removal of Administratrix with 
Will Annexed—-California—427 
Necessity for Appointment of Additional Trus- 
tees—_New York—625 
Power of Appointment over Trust Created in 


Another jurisdiction Held Taxable—Cali- 
fornia—802 
« 
TAXATION 


Estate & Inheritance 

Administrative Problems Under Marital De 
duction Clauses—Thomas S. Edmonds—38?0 
& 440 

Apportionment of Federal Estate Tax Negated 
by Will—California—625 

Apportionment of Federal Estate Taxes Not 
Required—N. J.—427 

Compromised Promise of Decedent Deductible 
as Debt—New Jersey—864 

Construction of Provision Directing Executor 
to Pay Estate Tax on ‘“‘My Estate’—R. I.— 
74 

Double Domicile Tax Dispute Arbitrated—489 

Effect of Outstanding Option on Valuation of 
Stock of Family Corporation—Washington— 
554 


TRUSTS AND ESTATES 
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PTSD 


Bstate and Inheritance Tax Charged Against 
Residue—Minn.—74 

Estate Tax Apportionment—New Approach to 
Fixing Burden of Death Review—Dr. Gab- 
riel Pap—232 

Excess Value of Stock Subject to Purchase 
Agreement Taxed to Corporation—N. J.— 
356 

Hints on Marital Deduction Problems—Report 
of Committee on Probate Courts: Law and 
Procedure—Thomas S. Edmonds—669 

Insurance Trust Proceeds Subject to Loan Not 
Includible in Taxable Estate—Penna.—217 

Making the Most of Deduction for Property 
Previously Taxed—Joseph Trachtman—160 

New Jersey Enacts Law to Apportion Estate 
Taxes—621 

New York Gets First State Marital Deduction 
A+:t—Daniel J. Reidy—308 

No Hight to Refund on Later Ascertainment 
Thet Property was Overvalued—California— 


Pattern of Succession Duty—Unification of 
Dorunion - Provincial Laws Suggested — 
G. Humphrey—582 

tate of Non-Resident Decedent Subject 
ntract of Sale Held Taxable—New York 


















tion of Status Acquired by Valid De- 
f Adoption in Another State Contra to 
g State—IIl.—74 

?remium Life Policy Coupled with Life 
ity Not Insurance for Exemption— 
le as Death Transfer—Washington— 


bportionment Law of Decedent's Domicil 

aot be Enforced Against Trust in An- 

State—Mass.—427 

Payment Clause Not Applicable to Inter 

Trusts—Conn.—145 

ical Changes Act of 1949—-Martin M. 

‘e—705 

U. S. Estate Tuxation on Estates of Non-Resi- 
dent Aliens—Franz Martin Joseph—516 

Will Did Not Exonerate Beneficiary of Insur- 
ance from Federal Estate Tax—Ohio—554 


General 


Alimony Trusts—Tax and Drafting Conditions 
—Stephen T. Dean—244 

Death and Taxes—Editorial—81 

Effects ef High Taxes—177 

Federal Tax Notes—Samuel J. Foosaner—68, 
187, 212, 281, 350, 420, 498, 548, 619, 723, 
797, 857 

Redemption of Stock to Pay Death Taxes— 
Rudolph O. Schwartz—824 

State and Federal Taxation—Daniel J. Reidy— 
&78 

Tax and Legal Clinic—Mid-Continent Trust 
Conference—40, 115 

Tax Aspects of Business Purchase Agreements 
—George E. Ray & Oliver W. Hammonds— 
268 & 448 (433—Edward Brancati; 503— 
George E. Ray) ; 523 

The New Tax Law; Effects on Personal and 
Business Estate Planning—Samuel J. Foos- 
aner—640, 807 

Vital Tax Changes Proposed—173 


Gift 


State Tax Commissioner Not Barred from 
Computing Tax After Six Months—Colorado 
—357 


Income 


Annuity Actually Paid Out of Capita] Not 
Baxable Though Income Available—Canada 
—857 

Canada Reduces Double Tax on Dividends—70 

Fiscal Year for Trust Taxes—214 

Income Tax Returns for Estates—Typical Fi- 
duciary Problems Under Federal Tax—John 
E. Williams—12 

Multiple Settlor Trusts—Taxability as Associa- 
tion Re-Examined—William R. Spinney—458 

Preparing Fiduciary Returns—Tested Proce- 
dure for Small Trust Departments—Timothy 
L. Lingg—64 

Trust Taxable as Association—U. S. Court of 
Appeals—864 


WEALTH & PROPERTY RIGHTS 


New Wealth for Canada—Oil and Gas Develop- 
ments—Stanley E,. Nixon—570; The Great 
Iron Fields—W. H. Durrell—574 

Top Income Group’s Share—832 
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WILLS 
Construction 


“Annuity” Not Payable Out of Principal— 
Arkansas—218 


Bequest of Accounting Practice with “Re- 
quest” Payments be Made to Wife—N. Y.— 
866 


Bequest of Shares of Stock Held General Leg- 
acy—California—625 


Bequest of Specific Sum to Residuary Estate 
Held General Bequest—N. Y.—74 


Clear Provision of Will not Varied by Vague 
or Ambiguous Provision of Codicil—Dela- 
ware—499 


Determinable Fee Rather Than Life Estate 
Created—Tennessee—626 


Devise Over on Death Without Issue Refers to 
Death During Testator’s Lifetime—Indiana 
—555 


Disposition of Remainder on Failure to Pro- 
vide for Contingency Which Occurred—N. Y. 
—218 

Distributicn—Erroneous Decree of Distribution 
Supersedes Will—California—626 

Effect of Stock-Splitting Upon Legacy of Spe- 
cific Number of Shares—Tennessee—290 

Entire Estate Held Disposed of—California— 
357 

Fee Rather than Trust Created—Texas—865 

Gift Over After Life Estate in Real Property 
Held Not to Include Personal Property— 
Tennessee—358 

Gift to Members of Class Held Vested, With 
Time of Payment only Postponed—Mass.— 
218 

Heir Entitled to Remainder—Oregon—290 

“Heirs at Law” Inapplicable Where No Realty 
—Dist. of Col.—74 

Intention to Disinherit Relatives Insufficient 
Where No Alternative Bequest Made—N. Y. 
—5 

Intestacy Favored—Indiana—499 

Legacy Payable on Termination of Prior Life 
Estate to Legatee Living at Testator’s 
Death Vests at Testator’s Death—N. J.—555 

Meaning of “‘Next of Kin’’ at Termination of 
Trust—Mass.—358 

No Gift of Remainder—Question of Intestacy 
Postponed—Penna.—358 

Passive Trust—Power to Sell Closely Held 
Stock—Missouri—499 


Remainder Over After Death Without Issue— 
Kentucky—358 


Remainder to Heirs Created Fee—Nebraska— 
219 


Remainder to Two Nieces or Survivor Vested 
at Testator’s Death—N. Y.—146 

Representatives of Deceased Remainderman 
Take Share—Oregon—428 

Repugnant and Irreconcilable Clauses—Rhode 
Island—427 


Specific Legacy of Half Interest in Business Is 
Not Increased by Later Asquisition of Other 
Half—Mass.—627 


Spouse’s Rights—Death “Before Will is Exe- 
cuted’”’—Missouri—291 


Time of Survivorship Determined as of Life 
Tenant’s Death—U. S. Court of Appeals— 
627 


Unavailability of Funds to Meet Charitable 
Purpose Not Shown—Kentucky—627 


Vested Remainder Intended—Survival of Trus- 
tee’s Powers on Merger—U. S. Court of Ap- 
peals—146 


Widow Given only Life Estate But as to Par- 
tial Intestacy on Her Death She Was En- 
titled to Full Statutory Share as Heir— 
Mass.—555 


Widow Takes Fee Subject to Defeasance on 
Remarriage—Kentucky—555 
Wife Takes as an Heir—Indiana—75 


Joint & Mutual 


Joint Wills Valid if Enjoyment of Property is 
Not Postponed to Death of Survivor—Arkan- 
sas—497 


Missing Will of Survivor Cannot Be Probated 
as Lost Will—Colorado—865 


Postponement of Vestiture of Title Until 
Death of Surviving Testator Held Invalid— 
Tennessee—355 


Probate 


Confidential Relationship Raised Presumption 
of Undue Influence—Penna.—427 


Denied Where Clause Appointing Executor 
Followed Signatures of Testator and Wit- 
nesses—New York—556 


Destruction of Duplicate Copy of Will—Bur- 
den of Proof—N. J.—219 

Effect of Including Non-Testamentary Provis- 
ions—California—500 

Effect of Paper Signed by Mark—Revocation— 
Penna. 

Enforceability of Contract to Devise—Minne- 
sota—866 

Enforceability of Contract to Make Mutual 
Wills—New York—731 

Evidence of Testamentary Incapacity at An- 
other Time not Conclusive—Tennessee—291 

Executor Not Authorized to Employ Counsel 
to Defend Will Contest—Penna.—499 

Failure to Sign Does Not InvaMdate Will— 
Missouri—628 

Holographic Wills—Document not Necessarily 
Operative as Will, Even Though Require- 
ments of Uniform Wills Act are Met—Ten- 
nessee—802 

Instrument Drawn by Layman in Violation of 
Statute Entitled to Probate—Minnesota—556 

Intention Implied Where Contingency not Ex- 
pressly Provided For—New York—802 

Intention to Alter Provisions in Future Does 
Not Affect Validity of Will—Separate In- 
strument may be Integrated as Holographic 
Codicil only if Entirely in Testator’s Hand- 
writing—Tennessee—500 

Issue of Mental Capacity—Nebraska—75 

Legatee Under Earlier will is Interested Party 
—California—628 

Name of Witness Subscribed by Another Per- 
mitted—New York—803 

Opportunity to Exercise Undue Influence In- 
sufficient to Upset Will—Michigan—147 

Probate Denied Where Clause Appointing Ex- 
ecutors Followed Signatures—N. Y.—76 

Proof of Testamentary Capacity at Time Other 
Than Execution—Penna.—803 

Proponent Must Show Lost Will was in Exis- 
tence at Time of Death and Rebut Presump- 
tion of Revocation—U. S. Court of Appeals 
—731 

Repudiation by Subscribing Witness—Iowa— 
292 


Sole Beneficiary Not Competent as Subscribing 
Witness to Nuncupative Will—Wisconsin— 
866 

Statement by Will Contestant Required Re- 
sponse—Oregon—219 

Testamentary Capacity—Insane Delusions— 
—Wash.—148 

Testamentary Capacity—Undue 
Wash.—76 

Undue Influence—Will Benefiting Attorney 
Who Drew It—Mass.—148 

Use of Drugs Not Indicative of Testamentary 
Incapacity—Undue Influence—Wash.—292. 

Widow Given Life Estate with Power of Dis- 
posal—Missouri—628 

Will Contests—How to Prosecute and Defend 
Them—Thomas J. Welch—656 

Will Not Revoked by Divorce—Mass.—76 


Influence— 


Prominent & Unusual 


Where There’s a Will—Charles D. Hilles, Wm. 
H. Coverdale, E. Tappan Stannard, Col. 
Matt J. Winn; Harry C. Knight—139; 
Frank C. Rand, Alfred C. Cook, A. Horton 
Smith—201; Crispin Oglebay, Richard T. 
Green, Morton E. Finch, Alexander S. Banks 
—347; Philip H. Skogmo, George S. Harris, 
Bradford H. Walker, Wm. R. Abbott, Louis 
C. Wagner, Henry A. Phillips—409 ; Walter 
Huston, Max Weinstein, Herbert M. Kauf- 
mann, Irene Gasper Mather—483; Clara E. 
Knudsen, Harrison P. Shedd, Henry Heide, 
Jr., Mary Stillman Harkness, Moses Pendle- 
ton, C. Lawrence Muench, Edgar H. 
Boles—536; W. L. Mackenzie King, Frank 
R. Pierce, Alan Hale, H. C. Nicholas— 
618; Samuel S. Fels, Henry D. Turner—725 ; 
George (Buddy) De Sylva, Dr. Francis R. 
Packard, Donald D. Davis, Charles H. War- 
ren, Maj. Gen. Thomas S. Hammonds—788 ; 
Al Jolson, George Bernard Shaw, Wm. McC. 
Cameron—856 
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© ADVERTISING INDEX ° 


During 1950 the following institutions and organizations advertised in Trusts anp Estates. We commend their em- 
arises for use of the services which they are peculiarly qualified to render — whether 
they be trust, advertising, appraisal, auctioneering, insurance, investment, mechanical, reportorial or tracing. Advertisers 
in the current issue are indicated by italics; the latest insertion reference is shown for the others. 


Lambton Trust Co., Ltd., Sarnia, Ont. 568 
Lincoln Rochester (N. Y.) Trust Co. | 782 


Manufacturers Natl. Bank, Detroit —_. 856 
Manufacturers Trust Co., N. Y. C. 655 
Marine National Exchange Bank, 
Milwaukee _._________ ShattaetORP 
Maryland Trust Co., Baltimore 826 


MercantileCommerce Bank & Trust Co., 


St. Louis . . Second Cover 
Montclair (N. y) “Trust Senta 
Montreal Trust Co. - cna ea 
Morristown (N. J.) Trust eo ae 
National Bank of Detroit 782 
National Bank of Tulsa _......__.__...___.. 849 
National City Bank, Cleveland 697 
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Banking Co. hehe Me 
National Trust Co., Ltd., Toronto eae Xi 774 
New York Trust Co., N. 7 S 1 2 766 
Northern Trust Co., Chicago _ ee 


Ohio National Bank, Columbus 193 
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Public National Bank & Trust Co., 


ms. S a = | 
Republic National Bank, Dallas _.______.724 
Rhode Island Hospital Trust Co., 

Providence _ 765 
Riggs National Bank, Washington, D.C. 854 
Royal Trust Co., Montreal __._ 863 
St. Louis Union Trust Co. 865 
Seattle-First National Bank z 664 
Second National Bank, Houston ___._._. 124 
Security-First National Bank, 

Los Angeles _ A shi stcthhaotelhial 819 
Security Trust Co., “Miami eet 8 
Security Trust Co., Wilmington —. ______ 7174 
Societe d’Administration et de Fiducie, 

Montreal __ 58S 
Springfield (Mass.) Safe Deposit & 

Trust Co. _ 803 
Stamford (Conn.) “Trust. Co. ae 
State-Planters Bank & Trust Co. 

ee... So ee 
State Street Trust Co., “Boston ae 
Title Insurance & Trust Co., 

Los Angeles __ CCN, 
Toronto General Trusts Corp. ee 


Trust Company of Georgia, Atlanta __ 799 


Union & New Haven Trust Co. _._..762 
Union Bank & Trust Co., Los Angeles 664 
Union Title Insurance & Trust Co., 


San Diego -__ ie Ee 
Union Trust Co, Indianapolie eoeatlickert 670 
United States Trust Co., N. Y. C. 851 
Valley National Bank, Phoenix —__..759 
Virginia Trust Co., Richmond —_____ 271 


Washington (D. C.) Loan & Trust Co._219 


Waterloo Trust & Savings Co., 








Kitchener, Ont. —._--_»_-__ 577 
Wells Fargo Bank & Union Trust Co., 

I ea 624 
Wilmington (Del.) Trust Co. —— ~~ 862 


Worcester (Mass.) County Trust Co. 206 
*Merged with Manufacturers Trust Co. 
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National Dairy Products Corp. _.. 15 
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United States Steel Corp. 676-671 
Forestry Consultants 

Robert Moore _ _....336 
Heir Tracers 

Tracers Company of America _...... 180 
Help Wanted 

Box H-12-8 ____. RE ae em 853 
Insurance 

Connecticut General Life Insurance Co., 

Fourth Cove 


Insurance Company of North America. 828 
Investment Securities & Services 
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_ OS 2 eae ee 
ee A ee ee. 
Distributors Group, Inc. 825 
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Hudson Distributors, ee 
Johnston Mutual Fund, Inc. ___.____. 330 
Keystone Company of Boston ______769 
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Paine, Webber, Jackson & Curtis ___319 


R. W. Pressprich & Co. —._______ 831 
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OLD COLONY 


TRUST COMPANY 


New Englana’s 
Largest Corporate Fiduciary 





RESERVED... 
for the man from C-G 


GENERAL 


LIFE INSURANCE COMPANY 


SMALL wonder that an ever- 
increasing number of Trust Officers and Attorneys 
reserve a special place in their minds — and at 
their offices —for “the man from C-G.” For his 
extensive experience in the fields of personal in- 
surance and estate planning, business insurance, 
pension trusts and other types of insured pension 
plans makes him welcome and valued... 


Next time you meet a Connecticut General Life 
Underwriter, you'll meet a man whose special 
knowledge can be utilized profitably for yourself 
and your clients .. . and whose activity may be a 
frequent source of new business for your Trust 
Department. 


BETTER SERVICE 
THROUGH BETTER MEN 


LIFE INSURANCE ACCIOENT IN- 
SURANCE HEALTH INSURANCE 
AND ANNUITIES ALL FORMS OF 
GROUP INSURANCE ANDO GROUP 
ANNUITIES. PENSION TRUSTS. 
SALARY ALLOTMENT INSURANCE 


HARTFORD, CONNECTICUT 
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